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Editorial Comment 


American Investments Abroad 


the Department of Commerce it 

appears that American investments 
abroad increased last year by about 
$1,000,000,000, and that the total now 
exceeds $9,000,000,000. 

These impressive figures, combined 
with some late statements made in of- 
ficial circles regarding our foreign 
loans, render this subject one of very 
great interest to the people of the 
United States. The statements referred 
to were intended to impress upon for- 
eign borrowers the fact that loans were 
to be made by this country for economic 
purposes as distinguished from those of 
a military character. We are to lend, it 
was pointed out, for purposes of con- 
struction, not of: destruction. 

This distinction is an entirely laud- 
able one, but its accuracy must be open 
to doubt. Can loans be thus specifically 
defined? For example, if a foreign 
country borrows here for the ostensible 
object of stabilizing its currency, that 
is apparently a loan for a purely eco- 
nomic purpose. But the strengthening 
of the economic position of a country is 
not infrequently one of the most ef- 
fective preparations for war. We may 
lend to a foreign country for the pur- 
pose of building railways, or to con- 
struct ordinary roads and _ bridges. 
These are surely means of peaceful 
communication, but no one needs be told 
that thev are likewise among the most 
important objects to be attended to in 
case of war. 

Furthermore, granting that the loans 


; ROM a recent statement issued by 


we make to foreign countries are reé- 
stricted so far as possible to what may 
be called purely economic purposes, it 
must be clear that such loans will re- 
lieve the budget of the borrowing na- 
tion to the extent of the advances made, 
and by taking this much off the revenue 
required for economic purposes, so much 
more is rendered available for military 
expenditures. 

It is feared that the work of separat- 
ing the sheep from the goats in making 
foreign loans will be a much more dif- 
ficult proceeding than certain official 
circles imagine. Nevertheless, the warn- 
ing put forth, that we do not wish to 
make loans for military purposes, is 
wise and timely. For the world needs 
building up, not tearing down. 

At present we have large foreign 
loans outstanding made for purely mili- 
tary purposes, but these loans were 
made under special circumstances and 
to countries with which the United 
States was associated in the prosecution 
of a great war. 

But there are other aspects of foreign 
investing that are worthy of study. Our 
Government strictly maintains an atti- 
tude of non-intervention in the political 
affairs of Europe, and this policy seems 
to have the approval of the people. 
It is, however, an open question as to 
whether we shall be able to maintain 
this policv if we keep on making foreign 
loans. With a huge amount of capital 
invested in a country that may be 
thrown into violent disorder by revolu- 
tion or radicalism, could the United 
States be passive and indifferent in 
such a situation? The question is by 
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no means a novel one. It has arisen time 
and again in the past as it is bound to 
do in the future. In essence the answer 
depends upon the attitude of the Gov- 
ernment in protecting the expatriated 
capital of its citizens. ‘The life of a 
citizen, wherever he may be, is deemed 
worthy of the protecting care of the 
country to which he owes his allegiance. 
Does this same right of protection ex- 
tend to his property also? This, as has 
been said, is not a novel question, 
though one of much greater importance 
to the United States than it ever has 
been before, and one whose practical 
interest waxes as our foreign loans in- 
crease. 

It can hardly be supposed that the 
United States will ever resort to force to 
collect any of its foreign loans now 
outstanding, or those that may be made 
in the future. ‘That our Government 
and people would oppose such a course 
is wellknown. But there are other ways 
of intervening in a country’s political 
affairs. Diplomatic and economic 
pressure may prove quite as effective in 
bringing a recalcitrant debtor to terms 
as would the employment of fleets and 
armies. 

In what has been said it is not in- 
tended to imply that our foreign loans 
may lead to war with some of the bor- 
rowing nations. Such an outcome of 
these loans is unthinkable. But we 
should not forget, on the other hand, 
that as we make loans abroad we are be- 
coming more and more enmeshed in the 
net of international politics. Whether 
we like it or not, and whatever may have 
been our intentions, the loans we have 
made and are making to Europe give us 
a deep and practical concern in the 
political affairs of the nations in that 
quarter of the world. Fully to under- 
stand. and recognize this fact will free 
us of illusions which may prove harmful 
if retained. For it is a fact, that what- 
ever we think about alliances with this 
or that nation or grcup of nations, or 
whatever mav be our attitude toward 
the League of Nations. we have now 
become inextricably involved in Europe 


by the loans we have made there. It 
is hardly possible, in the long years 
that must elapse before these loans are 
paid, that this connection will be purely 
economic in character. We are already, 
by force of circumstances, deeply con- 
cerned in European politics. ‘There are 
those who will deplore the fact that this 
interest has been reached less by follow- 
ing abstract ideals than by the extreme- 
ly practical offices of the American dol- 
lar; but in the actual state of affairs in 
Europe, the services of the dollar were 
sorely needed. and they have been of 
very great help in preventing wide- 
spread chaos. 

What has been said does not exhaust 
the subject under consideration. Our 
whole policy in regard to foreign loans 
constitutes a fascinating study. Why 
do we make such loans at all? In in- 
vestigating this phase of the subject we 
may discard at once the large advances 
made on war account. It is plain enough 
why these loans were made. But why 
do we continue making foreign loans in 
times of peace? Heretofore the most 
conspicuous exporter of capital has been 
England. This exportation was made 
in the form of goods and services ren- 
dered (shipping, insurance, banking, 
ete.) and the purpose of it was that 
England might obtain raw materials 
for her manufacturing industries and 
food to sustain her population. Our 
need of raw materials, though much less 
than that of England, is large and in- 
creasing, while we are still a food- 
exporting country, though we import 
sugar, coffee, tropical fruits, ete., in 
large volume. We export partly to ob- 
tain these raw materials and special 
kinds of food not produced here. and 
also to pay for services rendered us in 
the forms already mentioned (banking. 
shipping, insurance, etc.) and we have 
to pay the amount—now a very large 
sum—annually spent abroad by Ameri- 
can tourists. 

The individual investor expects to re- 
ceive, in return for his investment, a 
corresponding command over goods and 
services. And this expectation continues 
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the same, whether the investment be 
made at home or abroad. The same 
motive applies to foreign investing on 
a larger scale. It is done to procure 
goods and services; but, temporarily at 
least, it has another object, and that is 
to enable manufacturers and other pro- 
ducers to keep up their exports. The 
loans are not for the purpose of buying, 
but for selling. In the long run this 
is only an apparent difference, for the 
real object of selling is that something 
is to be taken in exchange at a profit, 
and beyond the comparatively small bal- 
ances liquidated in gold, that which is 
received in payment must consist of 
goods and services. As a matter of fact, 
by making loans abroad we are adding 
the interest, which must be similarly 
paid for. 

The change of position of the United 
States from a debtor to a creditor nation 
opens up an inviting field for study and 
investigation by American bankers. 
This change has come about in a very 
short period of time, and it can hardly 
be said that we yet recognize all its 
implications, or that we are prepared to 
discharge the responsibilities thus sud- 
denly imposed upon us. Until better 
understood, foreign investing may well 
be left to the specialist, though the im- 
portance of the subject may well com- 
mand the attention of bankers generally. 
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The Need of Elementary 
Economic Education 


N an address delivered a short time 
I since, before the Tennessee Bankers 

Association, President William E. 
Knox of the American Bankers Associa- 
tion pointed out that this country was 
annually wasting $10,000,000,000 of 
the $60,000,000,000 earned annually by 
the 44,000,000 employed in gainful oc- 
cupations. He accompanied these figures 
with the following statement: 


“The paramount challenge to educa- 
tion in America today calls for the ef- 
fective teaching of personal economics. 
Our children today are passing through 
our educational systems practically 
without instruction for placing their 
lives on a sound economic basis, virtual- 
ly without direction in the elementary 
principles of financial success. Eco- 
nomics has been pitched above the aver- 
age mind. What we need above all is 
an economic philosophy gauged for the 
work-a-day requirements of plain peo- 
ple. This would accomplish more than 
any other influence to stabilize social 
conditions—to bring about industrial 
peace, to inspire obedience to law and to 
develop loyalty to government. 

“New York city spends $65,000,000 
a year for charity. For instruction in 
practical principles of personal eco- 
nomics it spends in its school system 
practically nothing. Virtually every 
object of charity and every case of de- 
pendency could be traced back to the 
failures of the schoolhouse to teach the 
value of money and the importance of 
saving.” 

Much of the befuddling of the pub- 
lic mind by politicians is made possible 
because of the inability of most of us 
to distinguish between economic truth 
and economic error. An attempt to gain 
the knowledge with which the average 
citizen should be equipped in order to 
combat the sophistries of the dema- 
gogue is met with discouragement at the 
outset, for the average economic treatise 
is not only hopelessly dull but put in 
language utterly beyond the compre- 
hension of average mortals. Generally 
the author of an economic treatise seems 
less concerned in the clear presentation 
of truth than in spinning a fine web of 
economic theory. 

President Knox is right in What he 
says about the need for sound elemen- 
tary economic education. This is a 
work in which the American Bankers 
Association has already done much, and 
in which it might profitably do still 
more. 








Heavy Demands for Currency 
R* PORTS from Washington indi- 


cate an unprecedented demand 

for paper currency. This growth 
in currency requirements is attributed 
to higher prices, use of automobiles, 
“necessities of commerce and industry,” 
and “modern habits and ideas.” Some 
of these reasons are rather vague, and 
it has been supposed heretofore that as 
habits and ideas became more modern 
the demand for actual currency less- 
ened. In fact, the bank check has 
been regarded as a mark of advanced 
civilization. No doubt the automobile 
has increased the demand for currency, 
not because of the expensive character 
of this means of travel, but because the 
user of an automobile frequently 
journeys far away from home, where he 
finds it difficult to use bank checks, and 
where actual currency is needed. It is 
a safe assumption also that the owner 
of an automobile spends money more 
freely than did the average owner of 
the horse-drawn vehicle. 

The heavy demands on the Treasury 
for paper currency indicate that the 
people of this country have definitely 
turned away from the use of coin, 
special efforts recently made by the 
Treasury to circulate silver dollars 
having proved unsuccessful. Difficulty 
has been experienced in printing bills 
as rapidly as required by the public, a 
difficulty which the Treasury is now 
trying to overcome by building up a 
reserve of currency so the bills will 
have time to become properly seasoned 
before being put in circulation. 
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Economic Effects of Prohibition 


effect long enough to have exer- 
cised an important influence upon 

the economic life of the country. 
As to the moral effects of prohibition, 
the testimony is conflicting, according 
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to the viewpoint of the respective wit- 
nesses. The charge most commonly 
made against prohibition is that it has 
fostered lawlessness. The-sacred regard 
the saloons always felt for the law 
will be clearly remembered by every- 
body! But this is not the aspect of the 
question now under consideration. What 
has been the economic effect of pro- 
hibition in the United States? 

From a foreign source-comes a strik- 
ing testimony to the economic benefits 
of prohibition in this country. Speaking 
before a meeting of the National Com- 
mercial League in London, Sir George 
Paish, the well-known English econ- 
omist, gave it as his opinion that pro- 
hibition was responsible for a consider- 
able part of our capital accumulation. 
The speaker’s remarks were thus sum- 
marized by the London Times. 

“Sir George Paish, who was the chief 
guest, said that he had been spending 
four months in the United States, and 
one of the things that impressed him 
was the great effort made to suppress 
the drink traffic. It was quite unlikely 
that prohibition would ever be repealed. 
The benefits of it were that the great 
mass of the working people were better 
off than they ever were before. Another 
benefit was the increase of savings. 
There-could be no doubt today that no 
inconsiderable part of the capital that 
America had for investment, not only at 
home, but throughout the world, was 
money from the working people. They 
were no longer workers, but were be- 
coming capitalists. Trade unions had 
bought six banks, and had a controlling 
interest in one of the big trusts. 

“The situation in Britain was not 
what it should be. It was obvious if 
one looked at our foreign trade returns 
for last year, that there was reason for 
anxiety. So far as he could judge, last 
year for the first time for a very long 
period there was no foreign investment 
of British capital. Before the war they 
were supplying foreign countries with 
£200,000,000 a year, and their total 
savings were £400,000,000 a year. 
They were not doing their duty to 
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themselves and to the world. If they 
bore in mind that Great Britain de- 
pended on the world’s surplus food for 
its existence, then they ought to save 
their money and provide themselves and 
the world with the capital necessary to 
expand food production. Unless this 
capital could be supplied, the popula- 
tion would grow more rapidly than pro- 
duction, and they would have increasing 
misery and distress. They must help 
France. If France became bankrupt 
it would send a shiver round the world, 
and the world could not stand shivers 
in its present state. -Unless Great 
Britain and America were prepared to 
put up the capital the world needed 
they could not get their prosperity back. 

“There was one thing this country 
could do without. They were spending 
nearly £300,000,000 a year on drink. 
What an advantage it would be if that 
great sum could be used in increasing 
the productive power of the world. He 
believed that the time had come when 
they must completely change their 
habits in this respect for the good of 
themselves and their families and the 
country and for the good of the world.” 

Testimony of this character is not 
lightly to be set aside. It counteracts 
much of the propaganda which seeks to 
prove that prohibition is ruining the 
United States economically and other- 
wise. An impartial presentation of the 
truth is highly desirable. 
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Growth of Federal Expenditure 


TRIKING testimony as to the 
S growth of Federal expenditure was 
given in a recent letter which Sec- 
retary Mellon addressed to the Eco- 
nomic Club of New York. In his letter 
the Secretary called attention to the fact 
that our Federal expenditure had in- 
creased from $1.71 per capita in 1850 
to $7.68 per capita in 1910, and to 
$31.12 per capita in 1924. In present- 
ing these figures, the Secretary said: 
“The mere fact. that Governmental 
expenditures show this constant ten- 


dency to increase is, of course, not 
necessarily an evil, but it does empha- 
size the growing importance of public 
finance in relation to our economic sys- 
tem. Tax payments, direct and indi- 
rect, have become one of the substantial 
charges against private income. In this 
country approximately $1 out of every 
$8 of private income is taken for govern- 
mental purposes, Federal, state and 
local. The individual, therefore, has a 
growing interest in the management of 
these activities. In other words, he 
wants a return on these expenditures 
commensurate with the return on his 
other expenditures. He is interested in 
the application to public affairs of the 
same business principles which have 
proved successful in private affairs.” 

The marked increase in expenditures 
after 1850 was chiefly due to the Civil 
War, as the increase after 1914 was due 
to the Great War. But aside from these 
main causes of increased Federal ex- 
penditures there has been a tendency in 
the same direction arising from the vast 
enlargement that has taken place in the 
scope of government activities. 

Measurement of public expenditures 
according to population is apt to be mis- 
leading, because the business done per 
capita now may bear little relation to 
that of 1850, though the change in that 
respect since 1910 has not been nearly 
so great. But, as already stated, the 
increased public outlay since the latter 
date has been largely due to the war. 
No doubt much of the present public 
expenditure can be defended, but the 
tendency of the Government to intrude 
into fields better left to private enter- 
prise should be closely watched. 
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Amending the Federal Reserve 
Act 


HEN Congress assembles next 
winter it will be called on to 
amend the Federal Reserve 

Act. Before the adjournment of the 
last Congress Mr. McFadden had intro- 
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duced a bill providing for important 
changes in the act, particularly with 
reference to the reserves of member 
banks and the methods of issuing Fed- 
eral Reserve notes. Already discussion 
is going on among bankers as to these 
proposed alterations in the Federal Re- 
serve Act. It seems to be the prevail- 
ing opinion that the Federal Reserve 
System as a whole is ‘“‘sound and scien- 
tific,” but that in some of its details 
of operation and management improve- 
ments are desirable. This view seems 
to overlook the fact that since the enact- 
ment of the measure in 1913 it has been 
subject to frequent amendment with the 
object of correcting these details. Per- 
haps no banking act in the entire history 
of the United States, in so short a time, 
has been tinkered with and patched up 
to the same extent. If now further 
piecemeal legislation is required, may 
this not suggest that the difficulty ap- 
pertains rather to the fundamentals of 
the act than to its details? 

There are certain underlying prin- 
ciples embodied in the Federal Reserve 
Act about which little disagreement 
exists. In the first place, it unified the 
national banks into a coherent banking 
system, making it possible to use their 
united strength for the protection of 
all the member banks. Better rediscount 
facilities, provided for in the act, ended 
currency famines, and made credit more 
easily procurable as needed. The gold 
settlement fund, speedier collections of 
checks and drafts, the substitution of 
commercial paper and gold as the basis 
of note issues—these are some of the 
things accomplished by the Federal Re- 
serve Act which few, if any, could wish 
to change. 

What, then, is wrong with the Federal 
Reserve Act? Chiefly, Bryanism. How- 
ever captivating Mr. Bryan may be as 
an orator, he never plunged into the 
waters of banking and finance without 
muddying them. Not his fine Italian 
hand, but his clumsy Nebraska fist, is 
seen in many a line of the Federal Re- 
serve Act; and this remark applies not 
merely to its details, but to its funda- 
mental character. It will not do to 
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make these assertions without proving 
them. 

In the first place, the Federal Re- 
serve System is under absolute control 
of the Government. This control is 
assured in two ways: by making the 
Secretary of the Treasury and the 
Comptroller of the Currency ex-officio 
members of the Federal Reserve Board, 
and further by giving to the President 
of the United States the power to ap- 
point the members of the Federal Re- 
serve Board, this board having the right 
to remove the directors of all the Fed- 
eral Reserve Banks. There you have 
complete Government control of the 
Federal Reserve System; and this means 
yoking banking up with politics. The 
most superficial observer of the history 
of the Federal Reserve System must 
have seen that this combination has al- 
ready proved unfortunate. 

But Bryanism infects the note issues 
also. The Federal Reserve notes are 
obligations of the United States—Gov- 
ernment paper money. This gives them 
a utility which a true bank note should 
never possess—that of being employed 
as reserves for the state banks. 

When it comes to the distribution of 
the profits earned by the Federal Re- 
serve Banks, socialism is encountered. 
The member banks furnish the funds, 
and the Government takes the profit in 
excess of 6 per cent. on capital. 

If the Federal Reserve Act is to be 
amended at all, its fundamental defects 
should be cured, and this cannot be 
done by mere patchwork legislation. 
Would it not be wiser to let the act 
alone for a time, until near the date of 
the expiration of the charters of the 
Federal Reserve Banks in 1933, mean- 
while studying and observing the opera- 
tions of the system? 

When all the legal reserves of mem- 
ber banks were required to be trans- 
ferred to the Federal Reserve Banks, 
Tue Bankers MaGazine pointed out 
the immense potential inflation conse- 
quent upon this change. Consider what 
this means: that the only legal reserve 
a member bank has is a loan to the Fed- 
eral Reserve Bank of its district. Loans 
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have ranked heretofore as a secondary 
reserve, but what banker ever considered 
them as other than that? True enough, 
as to availability, the loan to the Fed- 
eral Reserve Bank is superior to other 
loans, but that all a bank’s reserves 
should be in the shape of loans is an 
unsound banking departure neverthe- 
less. The loan (or deposit) with the 
Federal Reserve Bank permits further 
lending or pyramiding — something 
which the Federal Reserve Act was de- 
signed to prevent. 

Mr. McFadden’s bill would permit 
the banks to retain a percentage of their 
reserves in their own vaults, and this 
would minimize the effects above men- 
tioned. There are positive indications 
that the funds of the Federal Reserve 
Banks are excessive, and that a reduc- 
tion of their reserve holdings would be 
beneficial. These institutions have be- 
come unwieldy, and are far larger than 
necessary to perform the ordinary 
functions required of them. 

It must be apparent that the object 
of the act with respect to note issues— 
to make these issues rest on coin and 
commercial paper—has been defeated. 
By enlarging the scope of the kinds of 
paper eligible for rediscount, and by 
providing for “borrowing” of notes 
against Government bonds as collateral. 
the note issues are now far from scien- 
tific in character. 

Mere tinkering with the Federal Re- 
serve Act will not cure these fundamen- 
tal defects. Hasty and ill-considered 
legislation will not provide the real 
renovation of the Federal Reserve Sys- 
tem which its true friends demand. 
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Success of the Labor Banks 


HE rather remarkable success of 
the labor banks, in a comparative- 
ly short time must tend to the en- 
couragement of hard thinking on the 
part of the officers of the banks that 
have been in business much longer and 
have grown less rapidly. These labor 
banks had the advantage which novelty 
often confers, and their rapid growth 
may be in part ascribed to this feature. 
But possibly they have provided some 
forms of service which the existing 
banks did not supply, or they have been 
animated by some spirit which the older 
banks lacked. At any rate, whatever 
may be the cause of their prosperity, it 
is well worth studying. It is rather our 
habit in this country to assume that we 
have reached the limits of banking serv- 
ice, but apparently the labor banks have 
shown that a large and profitable field 
was being overlooked. Now comes a 
banker who tells the banks that “up to 
this time the surface of the possibilities 
of trust service has hardly been 
scratched.” Probably there are many 
national banks that do not realize how 
wide a field of service is open to them; 
or, if they do realize it, they are not 
making use of their opportunities. Of 
course, the advantage of a trust depart- 
ment in a national bank does not consist 
merely in the fees made for trust serv- 
ices, but in the banking business that 
frequently flows to the bank from those 
who make use of the trust department. 
The possibilities of banking service 
have already been widely developed by 
our banks, but they seem far from hav- 
ing been exhausted. 








A Defense of Coolidge Economy 
By William E. Knox 


President Amercan Bankers Association 


E have witnessed an amazing 
W resurrection in recent weeks of 
one of the greatest and most 
baseless fallacies of economic history. 
Economic fallacies are peculiarly in- 
sistent in their recurrence. A number 
stand out particularly prominently. But 
it remained for recent weeks to witness 
the resurrection of the most obvious fal- 
lacy of them all—one that touches more 
closely the plain, everyday interests of 
the great masses of our people—that has 
to do with their personal pocket books. 
It stands out as particularly flagrant, 
coming as it does in a period when we 
had begun to congratulate ourselves that 
our people, especially our business lead- 
ers, were developing a considerable de- 
gree of economic-mindedness. It illus- 
trates again the imperative need of more 
general, thorough-going public educa- 
tion in economic subjects. 

I refer to the strange claim of recent 
weeks that personal economy on the part 
of our people is hurting business. Those 
who put forth this view have been 
quoted as doing the more amazing thing 
of blaming President Coolidge’s econ- 
omy program as being responsible for a 
slackening of trade. 

I am willing to go to the other 
extreme and say that if it had not been 
for the sound element of economy that 
the President had brought into the 
times, the nation would now be in dan- 
ger of a real depression. 

Of course, in the first place, in the 
accusation that Coolidge economy hurts 
business there was an obvious distortion 
of fact. The President’s economy pro- 
gram has had to do with economy in 
government, with reduced public ex- 
penditures in order to make possible 
reduced taxes. Will any one carp at 
that kind of economy? He has not 
meddled with personal economy or pri- 
vate purchasing. But nevertheless, in- 
sofar as his sound, sane administration 


~ 


of public business has been copied by 
our citizens and applied to their per- 
sonal finance, it has been good for busi- 
ness and not bad. 

A major cause of the depression 
phase of business cycles in the past has 
been extravagance and waste. Waste- 
fulness in personal habits by our people 
is a greater economic burden on business 
than Government taxation. On _ the 
other hand the foundation of a sound 
economic condition for the country is 
the personal economy of the masses of 
our people—the prudence of the in- 
dividual multiplied by the millions of 
our population. Personal economy 
means increased savings, it means con- 
served and stored up purchasing power 
against future needs. Is there any busi- 
ness man who will say that is bad for 
business? Judicious spending, which is 
just as much a part of thrift as is sav- 
ing, means a sound, steady buying de- 
mand for the staple products of indus- 
try—and is there any business man who 
will say that is bad for business? Ab- 
stention from wasteful consumption 
means avoidance of exhausting our 
stocks of goods with consequent soaring 
of prices, speculative jacking up of 
costs and inevitable retrenchment and 
reaction. Do business men say they 
want that? Extravagant indulgence in 
useless luxuries, beyond a reasonable 
enjoyment of the good things of life, 
means engrossing large parts of our 
productive industry and labor, with 
consequent unsoundly rising prices and 
wage scales in all directions, again lead- 
ing to an unbalanced price structure. 

Business men who blame sound eco- 
nomical programs for unsatisfactory 
conditions in their business are hiding 
behind a sham excuse. They must ad- 
just their operations to conform to the 
present day prudent public mood—not 
expect the public to adjust itself to their 
exigencies. Profits must come from 
economic service to the public welfare. 
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Wage Earners’ Debts and the Savings 
_ Margin 
It’s Hard to Save a Dollar Spent Before it is Earned, and That is 


One Reason Why Wage Earners’ Savings Accounts 
Grow No Faster 


By O. R. Johnson 


YOUNG friend of mine, a senior 
at college, recently opened my 
eyes to an extremely interesting 

situation. In the course of our conver- 
sation he revealed that he was “secretly” 
engaged. That is to say, he was actual- 
ly engaged, but no announcement was to 
be made until after his graduation, 
when the wedding would also take 
place. ° 

“But aren’t you rushing things a 
bit?” I asked. “What are you going to 
get married on?” 

“Oh, that’s all right,” he remarked 
airily. “We can get along on credit for 
the first coupla years! Lots of fellows 
at the house have done it so I guess I 
can!” 

And maybe he can, but it is a state of 
affairs worth the attention of savings 
bankers. I had always considered the 
advertisement of the house furnishing 
stores: “You furnish the girl—we’ll 
furnish the house,” as a_ pointedly 
humorous exaggeration, but they evi- 
dently meant it, and had, moreover, con- 
vinced others that they did. 

A short investigation stimulated by 
this conversation proved that at least 
the following could be purchased upon 
credit: furniture, pianos, radio sets, 
clothing, washing machines, vacuum 
cleaners, stoves, paint, auto repair serv- 
ice, phonographs, rugs, safes, musical 
instruments, watches, jewelry, dia- 
monds. kitchen cabinets, typewriters, 
and even such quickly consumed prod- 
ucts as candy and nuts. It is almost 
certain that a more thorough search 
would reveal many more things that 
could be “bought” on “time,” this latter 


word covering any period of from one 
to thirty-six months. 


Real Competition for Savings Bankers 


Here is real competition for savings 
bankers! Not only is cash being with- 
drawn from the pockets of their pro- 
spective depositors by the spell of sales 
wizardry and the potent lure of bar- 
gains, but even future income is mort- 
gaged for years in advance, making 
saving impossible during that period, 
however hard the new business manager 
may work! 

Without thorough statistical investi- 
gation it may be dangerous to set any 
amount as the average which a young 
couple will spend in starting house- 
keeping, but we will take the risk, for, 
whatever may be the correct amount, 
the principle remains the same and the 
relative amounts proportionate. 

Let us assume, then, that our young 
friends “buy” $1100 worth of house 
furnishings. Those who think this 
figure too low must remember that he 
and she have many kind friends; while 
those who consider it high must remem- 
ber that he is a college graduate and 
consequently possessed of somewhat ex- 
pensive tastes. 

Before he could secure the necessary 
credit, he had to get a job and a couple 
of character references, but the job was 
waiting for him upon graduation, and 
the character references were easily se- 
cured from friends of the family. While 
the company that employed him was a 
big one his salary was not. However, 
the various merchants approached were 
satisfied that his $40 a week income 
made him a reasonable credit risk. They 
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NEWS from the OLDEST ee | 
pa 


Instead of a Deposit— 
Only the 1st Weekly Paymen 


t : 


What could be simpler than this exclusive 

idea of furnishing your home? You simply make the first / 
weekly payment (there is no other deposit required) and the 
goods are at once delivered to you. 

You then have a full year and a half to pay the balance— 
without interest or extras of any kind. ) 
This very liberal policy of @itps—pttessdipdilies applies to 
all purchases, large or small, of everything except Radios 

and Pianos. If you buy $200 worth, for instance, you pay ( 
only $2.50, which is the first regular weekly payment. The \ 
goods are then put in your home immediately, and you ( 


i 
/ 
\ 


have the full benefit of them while you pay off the halance 
during the next 18 months at the rate of $2.50 weekly. Pay- 
ments arranged monthly if you prefer. Prompt delivery 
or goods held until wanted. 





rae > 
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A newspaper advertisement offering furniture on a weekly payment plan extending over a period of 
eighteen months 


realized, furthermore, that being newly 
married he would probably hang on to 
his job; and they knew also that this 
young college man would root for his 
Alma Mater’s bitterest rival before he 
would let anyone come and take away 
his furniture. What would the neigh- 
bors say? 

So the house is finally furnished, and 
at the end of a month our young hope- 
fuls find that Mabel’s nest egg of $239 
and Bill’s odd cash amounting to $167 
have gone out as “down” payments, and 
that they owe to various merchants a 
total of $694. From their viewpoint, 
this isn’t bad at all. In fact, it must 
be recorded that they felt quite proud of 
the fact that in all but one instance they 
were able to pay more than the mini- 
mum “down” payment demanded.. 

Of the total of $694 there is due and 
payable weekly approximately $15. 
That is bad, but not nearly so bad as 
the instance cited by Mr. Filene, the 
Boston merchant, of a man earning $60 
per week and trying to pay $72 weekly 
on his installments for house, automo- 
bile, furniture and radio. 


Mabel’s complement of clothes will 
carry her through the first year. Bill’s 
economies on raiment, cigars, lunches, 
and carfares are also helpful, and 
their mutual interest in each other makes 
expensive theater parties unnecessary. 
All of this, combined with the good 
fortune that does not always leave 
debtors childless, brings them to their 
first anniversary with hypersensitive 
ears for collectors’ calls, perhaps, but 
only $187 in arrears on their payments. 

They now have approximately $1100 
worth (originally) of house furnishings, 
$12.49 in their pockets, $187 in debt, 
and not a cent in the bank. 

“Fine!” some merchant may declare. 
“Under what other circumstances would 
they have saved so much or economized 
so rigidly? They'll soon clean up their 
accounts, and everything will be 
lovely!” 


Weighing Both Sides of the Ledger 


Well, let’s look into it. What did 
they accomplish ? 


First of all they “saved” a year’s time 
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of waiting to get married. Who will put 
that into the scales and weigh it? Not 
I, for one. 

On the debit side we must record, 
first of all, the cash cost of the credit 
granted them. This charge appears in 
at least two places: first, in the in- 
creased cost of the goods purchased; 
second, in the interest charged for the 
credit granted. This latter charge 
usually runs from 6 per cent. to 8 per 
cent.- while the former, according to 
reliable estimates will increase the cash 
cost of merchandise from 10 per cent. to 
25 per cent. 

Taking an average in each case, the 
interest on the money advanced at 7 
per cent., amounted to $27.79. The loss 
suffered in the actual value of the mer- 
chandise bought was about $165, or 15 
per cent. of the price paid for the mer- 
chandise. 

Theoretically, then, they received in 
actual value of merchandise about 
$907.21 worth for $1100, the difference 
being the cash cost of the credit 
“given.” * 

This particular couple, being much 
in love, and not particularly interested 
in mathematics, probably believed the 
extra year worth the price. But to 
those not in love the situation looks 
somewhat different. 


The Situation from the Savings 
Viewpoint 


To the savings banker, for instance, 


the situation is more serious. As he 
looks at it, if this young couple had 
postponed their marrige a year, and 
from their combined incomes (Mabel 
was a stenographer) saved diligently, 
they would have amassed a total of very 
close to $1100 before marrying, of 
which about $400 would have been 
Mabel’s contribution. 

Instead of paying interest, in this 
case they would have received interest 
amounting approximately to $22, and 
raising their total capital to $1122. 
Now, being ready to start housekeeping, 
they could have shopped around at 








Liberal Credit 


makes it easy tof 
furnish your home « 


It should no longer be a hardship to furnish 
a home—there should be no need of skimp- 
ing or écing without, or prolonged saving. 

; Extended Payment Plan 
enables you to get the things you want now 
when you want them—and pay for them out 
of your income—just as you pay your rent! 


A small initial payment secures the furnish- 
ings for an entire home—the balance may be 
conveniently distributed over a year and a 
half period 


We have prepared a schedule of payments to 
help you budget your expenditures. If dif- 
ferent terms are desired you will find our 
plan elastic enough to meet any requirement. 





If you would like further information 
about our plan and cannot visit any of our 
four stores, we'll send a representative to 
you. For an appointment jdst phone 
LACkawanna 7600 and ask for Mr. Johnson 














Another partial payment plan advertisement 


“cash” stores and gotten equivalent 
values in merchandise for, say, $907.21. 
This would have left them a bank bal- 
ance of $114.79, which with interest 
during their first year of married life 
would have increased to $119.38. 

In addition to this, out of Bill’s sal- 
ary of $45 (he got a raise at the end 
of the year) they could have saved 
pretty close to $8 a week, which with 
interest at the end of a year would have 
totalled $424.82. Added to the sum 
already on deposit at the beginning of 
the year, this would have raised their 
bank account to $543.70. Nor would 
that sum have represented their entire 
savings. Mabel’s wardrobe would have 
been replenished, while Bill would have 
added to his a new suit and a new 
overcoat. 

So, two years after Bill’s graduation, 
there would be nearly $1000 worth of 
stuff in the house, good value for their 
money, $543.70 in the bank, and two 
well-furnished wardrobes. 

Now let us go back again to Mabel 
and Bill at the end of their first year 
of married life on “credit.” They have 
rushed things a bit and feel the strain 
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SPECIAL TERMS 
*5 Deposit on 
*] 
Worth of Fioni 
of Furniture Fuse 


$10 Deposit on $200 


On 400 6“ «$6.00 
Pay Monthly if You Wish 


Still another advertisement offering partial 
payment terms 


of their forced economies and hazard- 
ous financial position. 

But still they simply must have some 
new clothes. So out they go, and since 
they have no cash, they must, perforce, 
use their credit. Before they get 
through, they have spent the following: 
$65 for Bill’s overcoat, $75 for his suit, 
$3.50 for a hat, plus $15 for odds and 
ends in haberdashery. 

Mabel’s coat cost her $90 (which 
seemed rather high at first, but it was 
just as easy to get “credit” for that 
as for a $70 coat, so she took it) some 
hats and dresses and miscellaneous 
articles of apparel came to $93, bring- 
ing their total combined purchases to 
$341.50. This, added to their previous 
indebtedness, puts them $528.50 in the 
hole. 

So their second year becomes a fair 
replica of the first. Every week’s salary 
is mortgaged, and they approach the 
end of the second year wondering if 
they'll ever have anything of their own. 
In retrospect, their married life seems 
but one “stall” after another for the 
edification of the ubiquitous in-stall- 
ment collectors. 


Where the Real Danger Lies 


Now all this would not be so bad if 
it represented merely the difference of 
$543.70 in the savings bank accumulated 
by thrifty cash paying habits. The real 
danger lies in the fact that Mabel and 
Bill now have the “credit” habit, and 
probably will yearn all their lives for 
things they haven’t earned, and what’s 
more to the point, they will satisfy their 
yearnings—on credit, of course. 

The general effect, when you consider 
the increasing popularity and growth of 
instalment selling, is of vital importance 
to business, and an urgently serious 
problem for bankers. 

According to a writer in a recent 
issue of Advertising and Selling Fort- 
nightly, “Investigation has disclosed 
that only 10 per cent. of the people in 
any community buy for cash, while a 
bare 30 per cent. are able to purchase 
on charge accounts. In other words, 
fully 60 per cent. of all present day 
buying is done along easy payment lines, 
despite the fact that many manufac- 
turers and dealers shun the method as 
dangerous and unstable.” 


———wes 


CUT PRICE 





ON TIME 


RADIOS Piviexr 


Open daily except Sunday till 6:30 I 








A plan for buying phonographs and radios 
on time payments 
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tisements will help you put across and 
cash in on the partial payment plan in your 
town. Mats furnished free to newspapers; 
proofs sent gratis by us Order by number. 





‘They can be expanded to make room for any 
number of individual painters and dealers by 
cutting at the point indicated for signatures 
of those co-operating in the advertising. 


SAVE THE SURFACE CAMPAIGN 


507 THE BOURSE 


PHILA| HIA, PA 








The partial pay 





There are, then, hundreds of thou- 
sands of Mabels and Bills in the coun- 
try today, always “in the hole,” saving 
nothing themselves and unnecessarily 
demanding the use of capital that could 
be used elsewhere more constructively. 

Only a short time ago President 
Coolidge was condemned for his strik- 
ing and well advertised economies, the 
objection raised being that his “par- 
simony” was being emulated by buyers, 
with a resultant slowing up of trade, 
and a reduction of sales. 

This attitude is typical of selling 
today. “Sales at any cost” is the slogan, 
apparently, while sounder business and 
economic policies are forgotten in the 
excitement of active competition. 

The thrifty are the best spenders, 
and merchants should be reminded of 
the fact. While the thriftless are con- 
suming what they have not produced, 
the thrifty are laying aside a portion 
of their income for increased produc- 
tion. Their purchases are made more 
wisely, tending toward sounder manu- 
facturing and production programs in 
industry. In times of economic and 
financial stress, their personal reserves 
flow into business channels and help 
maintain the regular level of trade. 


t plan applied to house painting 


The thriftless, who have bought 
freely on credit are the first affected 
by “dull” times, for with a falling off 
of either business or manufacturing, 
their incomes are reduced, their “‘pay- 
ments” are not met, and the goods pur- 
chased are either re-possessed to glut 
an already saturated market, or else the 
merchant’s money is tied up, to cripple 
him and all his creditors. And so it 
goes, all the way down the line. Months 
and years have passed before the ad- 
justment is made. Neither the individ- 
ual, the family, the nation, nor the world 
can spend more than it produces without 
being called upon very soon to balance 
its budget. 


Where the Remedy Lies 


The remedy for the situation de- 
scribed lies, in part, with bankers. First, 
they must themselves maintain sound 
credit standards; second, they must see 
to it that their customers have and use 
sound business policies; third, persistent 
and effective thrift campaigns must be 
carried on, particularly among wage 
earners, who are most addicted to the 
credit habit and probably least affected 
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by the routine thrift promotion work 
of savings banks. 
In respect to this it must be said that 


—Manufacturer’s Amazing Offer 


Player-Piano 
FREE 





Outfit- 


‘ROLL CABINET. § 
BENCH AND 
MUSIC ROLLS 
with each Player 
purchased now. 











New York’s Greatest Player-Piane Offer 
Every Player Brand New and Fully Guaranteed 


We will a present 
inetvament at fall sah veloc a2 Gare payewret ox 


This Player-Piano Outfit 

The ulustration above p.ctures Starck'’s wonderful oew Player-Piaso 

$345. Be sure to see and hear this wonderful Player-Pimo before you bey 

anywhere at any price. Don't bey any player-puso outht becouse the 

pre ws low when you can buy this besutdully Gmished Player-Piano fer 
This Player-Piano compares favorally with player-prases sold im 

other stores at $400 to $650, 

Bewdes the beasnful Player-Piano, we ere inctoding FOR THE NEXT FEW 

DAYS, with each outht 2 handy mune roll cabwet, a beautiful paso 

comienateon pune and player-pune end nce edlecnen of muse 

And best of all. you can purchase this wonder complete aa on terme 


as low as 


$1@ Per Month 


New Starck Player-Pianos, $900 to $1500 








A partial payment plan for purchasing pianos 


the thrift promotion work being done 
by banks today places far too much 
emphasis upon the universally admitted 
fact that everyone should save, and far 
too little upon actually making saving 


easy. What is needed is a more prac- 
tical adjustment to the actual situation, 
so that more information can be given 
in detail as to just how the saving is to 
be done. 

Nothing is gained by closing one’s 
eyes to the fact that those banks that 
are a genuine influence for thrift in their 
communities do more—much. more— 
than hand out good advice. For one 
thing, they are almost always operating 
actively in the schools, creating the 
actual habit of thrift. This work is as 
sound and constructive as anything 
being done today, and is a very valu- 
able counterbalance to the insidious in- 
fluence of the liberal credit specialists. 

Active work in the home, shop, and 
office is also necessary if savings bank- 
ers are to stem effectually the rising 
tide of time payments. Practical work 
in the home on the elementary prin- 
ciples of household economics will help 
convince the ladies that the real “‘bar- 
gains” are not to be found at the easy 
payment stores, and once they become 
convinced of the high cost of credit they 
will not be so susceptible to its lures. 

In the shops and offices the emphasis 
can best be laid upon convenient and 
easy savings plans, whereby the burden 
of effort is removed so far as possible 
by making saving easy, convenient and 
attractive by doing it right there rather 
than at the bank. 

All of these things, and many others. 
need to be done if the mortgage on the 
wage earner’s dollar is to be lifted; and 
it is certain that until that mortgage is 
lifted, the savings margin hasn’t much 
of a chance of getting into the savings 
bank. 


The 





Reducing the Labor Costs in Banks 
By Edward P. Vollertsen 


Controller National Bank of the Republic, Chicago 


if is paradoxical that banking, which 
has out-distanced industry in so 

many respects, should drop so far 
behind in meeting the problem of human 
relations. While much of this insuf- 
ficiency may be attributed to the rapid 
growth of financial institutions within 
the past few years, it is difficult to state 
specifically why this problem has been 
so sadly neglected. 

The employee has learned that the in- 
dustrial employer selects his employees 
scientifically. What could be more 
natural than that the employee should 
exercise equal care in choosing his em- 
ployer? The employee realizes that the 
right choice here may mean ultimately 
the difference between failure or suc- 
cess, all of which indicates an awaken- 
ing and a growing appreciation of the 
meaning of the opportunities which 
work affords. This tendency should be 
a stop, look and listen signal to banks 
which follow the practice of replenish- 
ing their staffs either with inexperienced 
and untrained youths, or with older ap- 
plicants without careful selection. The 
selection of employees who fill even 
minor positions requires mature and ex- 
perienced judgment and a knowledge 
of human nature if the clerk in the 
junior position is to be trained for great- 
er responsibility and usefulness. Many 
employers gauge an applicant’s ability 
by the number and nature of positions 
previously held, or by letters of recom- 
mendation from personal friends or 
principals of schools. The time is at 
hand when the financial institution with 
vision and an eye to the future must 
yive careful study and serious thought 
to its employment department if it is to 
attract the highest type of employees, 
to reduce labor turnover and to in- 
caleate the spirit of co-operation, 
the lack of which is due largely to 
the decentralization in dealing with 
questions of employment. The finan- 


cial institution of today may well 
emulate the example set by some of the 
industrial concerns, such as the General 
Electric Company, the Eastman Kodak 
Company and the United States Steel 
Corporation, which maintain industrial 
relations, personnel, or similar depart- 
ments where a complete record of per- 
tinent information concerning employees 
is kept—personal qualifications, opin- 
ions as to integrity, character, educa- 
tion, as well as detailed information re- 
garding positions previously held, 


salaries, experience and fitness for jobs. 


Where the Fundamental Weakness Lies 


The fundamental weakness of the 
problem lies in the dearth of informa- 
tion and data regarding employees and 
the decentralization of the control of 
the personnel. The remedy is obvious, 
namely, the establishment of a well- 
thought-out employment department, to 
which should be transferred the various 
scattered and disconnected employment 
and welfare plans. It should be the 
headquarters for all vital problems cen- 
tered around the human relations, and 
through this department should pass 
all the fundamental problems having to 
do with the selection, hiring, promotion 
and discharge of employees. Here should 
be gathered, in compact form, all vital 
information relative to the bank’s 
policy, both in relation to its customers 
and to its employees. Upon joining 
the staff, this information should be 
supplied to all employees according to 
their position. The office boy will re- 
quire entirely different treatment from 
the junior clerk, the messenger, or the 
teller—for instance, upon entering the 
bank’s emplov a letter enclosing a book- 
let, such as “Things to Think About,” 
which is reproduced below, should 
be mailed to the office boy’s home. Its 
purpose is twofold: first, it awakens an 
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interest in the institution which has em- 
ployed him; second, it impresses upon 
the parents the fact that their boy has 
ben employed where his future will be 
guided and an interest taken in his de- 
velopment. The letter accompanying 
the booklet reads as follows: 


May 10, 1925. 
Mr. William Jones, 
Chicago, Illinois. 
Dear William: 

I am enclosing a few thoughts which I 
sincerely hope may help you to climb the 
ladder to a successful banking career. May 
I ask you to keep it and read it again if 
you become discouraged, and you may. At 
times I have felt that way myself. I believe 
every boy gets that feeling sooner or later, 
but just remember this, you are fundamen- 
tally the same as every boy who ever lived. 
Also remember that I shall be glad at any 
time to help you, but get the right attitude 
on life, on your work. Remember, we work 
for ourselves most when we work for others 
best. 

Buck up—be game—go 
here’s to you—Success. 

Sincerely yours, 
EDWARD P. VOLLERTSEN, 
Controller. 


through, and 


The text of the booklet “Things to 
Think About” reads: 


Many men have failed to achieve the suc- 
cess of which they were capable, for lack 
of a proper start. In order to win a race, 
you must have the opportunity to start, 
and when you have entered the employ of 
the National Bank of the Republic of Chi- 
cago as a page, you have made a start. You 
have the opportunity to start in the race but 
whether you get away on the right foot will 
depend entirely on you. The fact that many 
bank officers, even bank presidents, have 
been pages should be ever foremost in your 
mind. Never be satisfied, never stop until 
you have succeeded in reaching the very 
highest position. “At all times be satisfied 
with what you have but never with what 
you are.” To win you must think, observe, 
read, study and work. To be able to think 
clearly and quickly is one of the foremost 
requirements of a successful banker. The 
boy who anticipates the wishes of those he 
serves will soon learn to think along the 
proper channels. Very few people truly 
observe. They look at things but never see 
them. Train yourself so that, for example, 
when you see an electric fan. you will say— 
is it properly placed so that the greatest 
benefits will be obtained from its use; is it 


being regularly inspected to insure the 
longest possible use; is it being turned off 
when it is not in use, or is it allowed to 
run unnecessarily, thus wearing itself out; 
are the electric lights burning when they 
might be turned off, causing the bank un- 
necessary expense, wasting electricity and 
bulbs? Observe and think observingly. 

Abraham Lincoln and many others are 
splendid examples of what a man may ac- 
complish by consistently and persistently 
reading with a purpose, instead of filling the 
mind with trashy lurid tales. Read the best 
authors to increase your command of the 
English language, to cultivate your mind, to 
enlarge your vocabulary and improve your 
grammatical construction. Read and re-read 
all books and magazines pertaining to your 
business; set aside a certain hour each day 
for this purpose and do it consistently. The 
result will amaze you. Read Elbert Hub- 
bard’s “Carrying a Message to Garcia,” 
and Arnold Bennett’s “How to Live on 
Twenty-four Hours a Day.” Read about 
banks, their organization, their growth and 
their management. 

Most pages are, for various reasons, 
obliged to leave school before they have 
finished—whatever the reason may be, real- 
ize now that this places a handicap upon 
you, but a handicap which you can remove 
by study. To study means to learn by men- 
tal application; it means to add to your 
mental equipment; and if you want to get 
the most from this life and be a source of 
power in this little old world of ours, you 
must be fully equipped mentally. You can’t 
compete, with a ragged mind, any more 
than you can compete, with ragged clothes 
—also you can never quite make up for 
what you lose by not finishing—something— 
so if you have left school without finishing, 
start now to finish it by a little regular, 
systematic studying each day. Finish it! 
One of the greatest lessons in life is to finish 
things. Train yourself to finish whatever 
you start—be game—go through. 

Work! The joy of living is to be able 
to work. No greater punishment can befall 
any man than to be unable to work. Train 
yourself to work efficiently and you will 
receive more pleasure from working than 
from anything else. Hard work, persistent 
application and long hours are the most 
potent influence in preserving both mental 
and physical vigor. Your success depends 
to a large degree also upon your attitude 
toward your work. Put your whole heart 
and soul into your work and if you can’t 
do that every hour that you work, find a 
new job where you can put your heart and 
soul into it. Don’t be a square peg in a 
round hole. Elbert Hubbard has expressed 
it as no one else ever could—“I believe in 
the stuff I am handing out, in the firm I 
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am working for, and in my ability to get 
results. I believe that honest stuff can be 
passed out to honest men by honest methods. 
I believe in working, not weeping; in boost- 
ing, not knocking; and in the pleasure of 
my job. I believe that a man gets what 
he goes after, that one deed done today is 
worth two deeds tomorrow, and that no 
man is down and out until he has lost faith 
in himself. I believe in today and the work 
I am doing, in tomorrow and the work I 
hope to do, and in the sure reward which 
the future holds. I believe in courtesy, in 
kindness, in generosity, in good cheer, in 
friendship and in honest competition. I be- 
lieve there is something doing, somewhere, 
for every man ready to do it. I believe 
I’m ready—right now! 

Now a word on personal appearance. 
Remember that it is not necessary that a 
boy have the finest clothes, but he should 
keep his clothes clean and neatly pressed, 
his hands scrupulously clean and his shoes 
polished. These things reflect your character 
and are indicative of your work. A _ boy 
who is slovenly cannot do his work neatly. 
It is not consistent. Ten cents will buy a 
nail file—learn to use it. Do not be afraid 
of a brush with a liberal amount of soap and 
water. It won’t hurt your hands. Polish 
the heels of your shoes, as well as the toes. 
Neatness is the first commandment of a 
better boy. The second is—be polite not 
only in the office, but outside of it. Other 
people will judge the bank by what you are 
outside of the office. You cannot be one 
kind of a boy in the office and another kind 
outside of it. To be a gentleman—be gentle. 
The third is—perform the task which is 
given you to do. Never delegate it to the 
other boy. Perform that task better than 
any other boy and you will soon be on the 
way to promotion. The fourth is—co-operate 
in every way possible with the other boys, 
get the spirit of helpfulness—it never hurts 
to help the other fellow. While you are 
waiting for a call, do not fool away your 
time. Think how you can improve the work, 
the service, and save the bank money. Elim- 
inate waste. 

Now boys, this is not meant to be a ser- 
mon, but just a chat to help you. Learn to 
help yourself. There are many things that 
could be said, but that would preclude you 
from thinking for yourself. To be a success- 
ful page you must learn to think. Your 
officers are always willing to help. Ask 
questions. You are now a part of a suc- 
cessful institution and upon your efforts 
will depend its future success or failure. 
Boys! It’s now up to you. 


A junior clerk should receive a more 
advanced and comprehensive booklet, 
setting forth a history of the bank, its 


policy regarding working hours, at- 
tendance, punctuality, overtime, vaca- 
tions, borrowing or loaning of money, 
an account of athletic or recreational 
activities, pension plans, employees’ 
savings funds, insurance, system of pro- 
motion, and other facts that will give 
the applicant the proper picture of the 
bank’s attitude toward the applicant and 
its regard for his welfare. It is only 
fair to the employee that he be given 
an opportunity to know accurately upon 
just what kind of job he is entering. 

The waste resulting from labor turn- 
over is too costly, and too well known 
to require further discussion, and while 
a study of the individual is necessary, 
so likewise is a thorough knowledge of 
the various departments and _ their 
method of operation. It naturally fol- 
lows that the knowledge of men and the 
knowledge of their jobs will result in 
planning definite lines of promotion. 
There is much criticism, justifiably so, 
that men are held in positions too long. 
This creates the attitude in an employee 
that there is little use in striving, which 
tends to kill initiative and lower effi- 
ciency. An employee, to give his best, 
should feel that the bank practices the 
principle of honest promotion on the 
basis of merit. 

Success is measured largely in terms 
of income, therefore, it is the wise 
financial institution which trains its em- 
ployees to understand the requirements 
of their jobs and outlines its basis for 
promotion, that its employees may sup- 
port themselves and those dependent 
upon them in comfort and at the same 
time handle more work at less cost, or, 
in the industrial terms, to “make men 
dear and goods cheap.” 

The success of an employment de- 
partment is dependent in a large meas- 
ure upon the man chosen to direct it. 
His qualifications must be unique. In 
addition to a forceful personality and 
the qualities of an executive, he must 
know men and women, how to fit them 
into their proper niche, placing them in 
the work to which they are best suited. 
He must have those qualities infrequent- 
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ly found—a knowledge of human values, 
a complete understanding, the ability to 
sympathize and put himself in the other 
man’s place; and lastly, the trait of 
drawing men toward him instead of re- 
pelling them. 

Throughout the financial world, as 
well as throughout the country today a 


great need exists for closer team play,. 
for a broader understanding, and it is. 
the opinion of the writer that the estab- 
lishment of an operating division with 
a well-thought-out employment depart- 
ment is a long step toward that under- 
standing, which, in terms of money, 
means reduced labor costs. 


Us 


TR 


~The Problem of the Service Charge 
By Myron R. Sturdevant 


President Missouri Bankers Association 


HE banker’s greatest problem to- 

day is making dividends, with the 
present low interest rate. Money is 
about the only commodity that is not 
higher now than in 1913. While it is 
true that deposits have materially in- 
creased since 1913, it is also true that 
supplies, wages and everything that has 
to do with the operation of a bank have 
so increased that it is doubtful if the 
increased volume of deposits is sufficient 
to overcome the low interest rates. 

In the last year much thought has 
been given to a service charge sufficient 
to cover the actual cost to the banks in 
handling small accounts. Bankers in 
many cases have, with much hesitancy, 
approached this subject but where a 
thoughtful study has been made, it has 
been the rule that the charge has been 
put into effect and where so put into 
effect by the united bankers of a re- 
spective community, I know of no in- 
stance where the bank has returned to 
the old system of condoning a loss on a 
large percentage of its business. 

It is predicted that the banks every- 
where will be on a service charge basis 
in the near future. 

Whether we agree it is best or not, 
there is one thing every banker should 
do for his own enlightenment and that 
is to make a complete survey of his de- 
posit accounts, ascertain how many 
carry an average balance of less than 
$200, $150, $100, or $50, and make 
your calculations as to the amount you 


can break even on. I think you will 
be well paid and perhaps startled at 
the information, and should the survey 
you make reveal the fact that 50 per 
cent. of your depositors are carried at 
a loss, ask yourself if it is any safer 
for a depositor to carry his funds with 
you, under those conditions, than it 
would be for you to loan to a merchant 
who loses money on 50 per cent. of the 
merchandise handled. 

The oft-time argument is that a small 
depositor today may be a large deposi- 
tor next year. Granted—but does it 
pay to carry an army of small depositors 
on such a hope? 

Suppose an occasional small deposi- 
tor today does become a valuable de- 
positor later on and your competitor 
gets him. You may get one equally as 
good from your competitor. Of course 
it may be unwise to try it  single- 
handed but where a whole city or com- 
munity is united it is a sane, sensible 
and scientific way of handling such ac- 
counts. 

Some small town banker may say. 
“My competitor would not live up to 
such an arrangement.” It is very pos- 
sible the competitor would say the same 
thing of the accuser. 

Figure it as we may, there is no class 
of business that grants so much service 
at a loss as do the banks and the safe- 
guarding of deposits should not be per- 
formed at a loss. 





Analyzing Loan Applications in Country 
Banks 


The Second Article of a Series Outlining Principles Upon 
Which Country Bank Credits Should be Based 


By Frank S. Wettack 


ANY farmers who, with suc- 
M cessful records in farming, en- 

gage in business pursuits, are 
not successful. The temperament de- 
veloped by the activity of farmers 
where there is often almost complete 
isolation from contact with people, may 
not be an asset in lines of business 
where contact with the public is re- 
quired. 

Good character, as a basis for credit, 
embraces much more than moral excel- 
lence or good qualities. Good charac- 
ter. in this sense, means an absence of 
those personal qualities which render 
the loan hazardous. A man of good 
character is honest and industrious. He 


provides for emergencies, carries life 
insurance, and does not have question- 


able associates. He has well balanced 
judgment of life’s real values. He does 
not lessen his debt paying power by 
extravagance. 

The real test of a man’s character is 
what he deems to be the most impor- 
tant thing for him to accomplish. Almost 
every man of sixty will say that the 
important thing for every young man 
is to accumulate a reserve fund to meet 
emergencies and adversities. Life’s les- 
sons have impressed this principle upon 
the sixty-year-old man. A man of good 
character, in the sense in which we use 
the term, has an adequate conception of 
this important principle. 


When Insolvency Threatens 


The term “good moral risk” is loosely 
used in connection with loans. All per- 
sons are good moral risks when they are 
moderately prosperous. There are no 
geod moral risks among the human fam- 
ily when insolvency and bankruptcy 


threaten. Self-preservation is one of 
the strongest impulses in the human 
heart. Regard for self and family will, 
when the door opens in a man’s business 
affairs to let in insolvency, cause the 
“good moral risk” hitherto present to 
make its escape through the same door. 
Seldom does a business house become in- 
solvent that in the wind-up is not found 
to have been gutted by the owners. Only 
a shell usually remains for the creditors. 
It takes a considerable period of time 
for a business to become insolvent, and 
the strain of a protracted period of ad- 
versity breaks the moral risk. Every- 
body protects his interest as best he 
can. The owners of the business, being 
in charge of the assets, do not neglect 
their own interests. and the creditors 
are usually left very little. The credit 
man must keep this unpleasant fact in 
mind in considering hazardous business 
risks. 

During the present period after the 
culmination of three years of adverse 
conditions in most lines of business, and 
especially in agriculture or in lines de- 
pendent largely upon agriculture, one of 
the hardest problems for the credit man 
has been presented in cases where the 
period of adversity has broken down the 
moral risk. 

The marital status of the borrower, 
especially in unsecured loans, dependent 
for payment upon the personal qualities 
of the borrower, should also be consid- 
ered. The general rule is that a mar- 
ried man is more stable than a man 
without dependents. The right type of 
man with the responsibility of a family 
soon learns the meaning of the word 
“hustle.” His mind is keyed to the 
future more accurately than his less 
favored single brother. He is made 
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more cautious, more ambitious and more 
dependable by his responsibility. He 
feels the necessity of making good to a 
far greater extent. Observation will 
bear this out. Few men begin to save 
until they are blessed with the respon- 
sibility of a household. 


The Borrower’s Mode of Living 


The borrower’s mode of living, in 
loans dependent for payment largely 
upon personal qualities, is also impor- 
tant. If such a borrower is dressing 
his children to a point where it con- 
flicts with his debt paying power, it may 
be a decidedly adverse item. If the 
limit of the borrower’s ambition is to 
own an equity in a large car, or to live 
in a large house on a lavish scale, out 
of keeping with his income or assets, 
such facts are decidedly adverse ele- 
ments. This system of living apparent- 
ly is very common in this day. Such 
individuals usually come to grief. In- 
creased income is quickly devoured by 
increased wants. 

A man with a good salary usually 
appears to be an attractive credit risk. 
He usually moves in good social cir- 
cles, dresses well, and a_ superficial 
view indicates prosperity. Yet a sal- 
aried man without assets, who is not 
saving money regularly and consistently 
out of his salary, is usually to be con- 
demned as a credit risk. This is nearly 
always the case where the credit is de- 
sired for paying indebtedness incurred 
for current living expenses. A salaried 
man without assets should provide an 
emergency fund, not necessarily in a 
savings account, but in some property 
upon which he can borrow to meet sick- 
ness or periods of unemployment. 
Usually a loan to a salaried man with- 
out assets, to meet debts incurred for 
living expenses, is hazardous. Every 
aspect of a man’s personal or family 
life, where a loan is not secured by 
tangible assets, or by the possession by 
the borrower of assets sufficient to jus- 
tify the credit, should have consideration 
in passing upon the credit risk. Even 


the type of shoes the baby wears may 
have a bearing. 

What will be the effect of the enor- 
mous amount of credit now employed in 
retail sales of a varied nature. As 
long as the individual purchaser has 
such employment that his income is suf- 
ficient to meet the instalment payments 
there is very little immediate effect upon 
this individual. However, rules affect- 
ing the ultimate prosperity of individ- 
uals are fixed. The volume of retail 
credit operations will cause persons 
neglecting the fundamental rule of pro- 
viding a reserve fund, to be candidates 
for the poorhouse when their days of 
high wages and employment are over. 


The Saver’s Place in Our Credit 


Structure 


There is a widespread doctrine that 
individuals who spend their entire in- 
come are a great blessing to a com- 
munity. These people are commended 
as keeping their money in circulation. 
If everybody followed this plan, the 
country would, in a short time, revert to 
a state of decay and barbarism. Paved 
streets, schools, hospitals, churches, 
railroads and the other institutions of 
modern life, are a necessity. But cities 
could have none of these unless some 
group of individuals had deemed it 
worth while to save, and thus become 
able to buy the bonds which paid for 
these things which are necessary to our 
civilization. Savers are the first line 
of defense. They are the mainstay to 
the forward movement of humanity. 
Saving is the first requisite to sound 
credit. Without savers our credit struc- 
ture could not be safely reared. Ven- 
turesome, thriftless, extravagant in- 
dividuals serve a purpose in our eco- 
nomic scheme. They assist in kindling 
the fire under the boilers of trade and 
manufacture. Their reward must con- 
sist largely of a realization of having 
served this purpose. Eventually. their 
self-respect, well-being and hopes for 
advancement are effaced. While the 
thriftless and extravagant may be 
necessary—at least, they have always 
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been present in all ages—the credit re- 
lations of banks must be with individuals 
who, through industry and thrift, make 
the effort to be classed among the suc- 
cessful. Too many credit relations with 
the thriftless and unsuccessful will 
make a bank unsuccessful also. Our 
country’s prosperity is essentially de- 
pendent upon those employed individu- 
als and small business establishments 


* whose plan of operations and mode of 


living enable them to increase their 
assets. ‘To this group we owe the sound- 
ness of our business and credit fabric. 
With this class banks must have their 
credit relations. Our large industries 
depend upon this class. 

A salaried man or wage earner who 
is regularly saving will usually be en- 
titled to a moderate credit, if there 
exists a proper reason to borrow. 

Much of the foregoing has its chief 
application to unsecured loans depend- 
ent upon the borrower’s satisfactory 
personal qualities. The personal quali- 
ties enter into all loans, whether large 
or small, secured or unsecured. An 
intelligent application of the ruling 
credit principles to unsecured loans will 
result in few losses. 

To extend credit to a man without 
security or assets, upon a sound proposi- 
tion, and to see the borrower’s plans 
successfully mature, is one of the credit 
man’s compensations. To have been the 
means of young business men succeeding 
through credit wisely extended is joy to 
the credit man. To see borrowers come 
into the ownership of homes through 
merited credit is an enduring satisfac- 
tion to the credit man. So many of a 
country bank’s credit operations are 
supported by the personal qualities of 
the borrower, rather than by definite se- 
curity or assets, that the successful coun- 
try bank credit man must be expert in 
selecting loans secured largely by the 
borrower’s character, industry and ca- 
pacity. To have matched these qualities 
‘vy proper credit, and to have watched 
he splendid results, is one of the com- 
vensations of bankers. 

The connections of the borrower, in 
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a family and business way, are always a 
legitimate part of the analysis. Favor- 
able connections give the borrower an 
opportunity to direct business to the 
bank. Frequently such connections may 
justify making small loans, where a 
strict analysis might not disclose the 
necessary merit. It is more necessary 
to place emphasis upon not permitting 
connections to unduly influence the 
granting of credit. 

Much danger lies in loans made sole- 
ly upon connections.. As many losses 
accrue to banks through this as from 
any other one channel. Illustrations 
where connections work to the disadvan- 
tage of bankers are frequently found 
where public officials control large de- 
posits. It is unusual to find a person 
holding an appointive or elective office 
whereby he becomes custodian of a 
large amount of funds, who had attained 
a marked success in business pursuits. 
Yet such individuals, through their con- 
nections, control large deposits. They 
frequently seek credit, and the influence 
of their deposit account is employed to 
procure loans. Frequently executors, 
administrators, guardians, county and 
state officials use the influence of a large 
deposit account to procure lines of credit 
which are not supported by the merits 
of the loans. Such applications for 
credit present a difficult problem. The 
bank desires the deposit account. But 
frequently the connections have a short 
life. The official fails of re-election. 
The officer of the corporation is dis- 
missed or dies. The net result is that 
in many cases the considerations upon 
which the loan was based, namely, the 
connection of the borrower, no longer 
exist. 


Analyzing a Proposed Loan 


The analysis of the proposed loan 
will include a consideration of the use 
to which the proceeds of the loan will 
be devoted. Many a loan which, from 
the viewpoint of the borrower’s assets, 
does not measure up to high standards 
will be commended by the use the bor- 
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rower will make of the funds. More fre- 
quently, loans will be offered which fair- 
ly meet the requirements as to borrow- 
er’s assets and personal qualities, but 
the use to which the borrower will put 
the funds may not meet banking re- 
quirements. The emphasis to be placed 
on the purpose of the loan is determined 
by how well the loan is secured, or 
what relation the value of the bor- 
rower’s assets bears to the amount of 
the loan. The use to which the borrow- 
er will put the proceeds of the loan is 
a controlling consideration in unsecured 
loans in such cases as the following: 


1. Where the applicant’s assets are 
not sufficient to afford necessary 
strength to the proposed risk. 

2. Where the applicant’s assets meet 
reasonable requirements, but are not 
connected with or related to the purpose 
for which credit is sought. 

3. Where the assets are sufficient in 
value, but are wholly exempt. 

4. Where indebtedness subsequently 
incurred by the borrower, will rank 


equally with the bank’s claim. 

5. Where the payment of the loan 
largely depends upon the borrower's 
venture working out successfully. 


Unsecured loans upon business ven- 
tures which, when made, meet reasonable 
credit requirements, may become very 
inferior by reason of taking equal rank 
with large indebtedness subsequently in- 
curred by the borrower. Bank credit 
must have a greater security than mer- 
cantile credit. A bank collects a small 
rate of interest per year. There is only 
one turnover. The margin of profit on 
a year loan is small. Mercantile cred- 
itors, with an equal amount of credit, 
may sell the borrower many times in 
each year, receiving a net profit on each 
turnover far in excess of what the bank 
receives on a risk running an entire 
year. The standard of security upon 
which bank credit must be based must 
necessarily be higher than prevails in 
mercantile risks. 

Even if the loan is properly secured, 
if the purpose for which the loan is 


sought will not stand analysis, it is de- 
batable whether, in the long run, the 
granting of such credit will work out 
satisfactorily. It is not sufficient that 
a bank loan be legally collectible. Loans 
entitled to the highest rating are those 
paid by the fruition of the borrower’s 
plans. Every first grade bank loan 
must have this objective—payment in 
the usual course by the orderly working 
out of the borrower's well conceived 
plans. The provision for payment is a 
feature which should loom large in the 
mind of the bank credit man. When 
the depositors’ funds are launched on 
the sea of business, the itinerary should 
include a return to the harbor after a 
voyage which, at the outset, shows no 
storms or shoals. 

To state it in other terms, the credit 
is the seed; the borrower’s well ordered 
business plans are the necessary fertile 
soil; this combination should furnish the 
means whereby with the blossom and 
fruitage of success, there will be pro- 
vided the means of payment. The pay- 
ment of the loan should not be through 
strain or pressure, but it should be as 
natural a process as the budding, blos- 
soming and developing of the fruit 
which, when ripened, is ready to be 
made use of. The analysis of the pur- 
pose to which the borrowed money is to 
be devoted, is to determine whether this 
process may be reasonably expected. 


The Borrower’s Attitude Toward Loan 
Analysis 


Many borrowers resent a discussion 
of this aspect of a loan. The number 
which show resentment is fortunately 
decreasing. More bankers are making 
the full analysis of credit risks which 
prudent and conservative bankers have 
always employed. Where the inquiry 
is pursued tactfully, in a spirit of help- 
fulness, very little resentment should be 
encountered. Many borrowers’ objec- 
tions are based on the feeling that loans 
should be made upon long association 
or friendship. This relation usually 
exists in small communities between the 
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banker and his borrowers. The prin- 
ciple that a banker should know the 
use to which his depositors’ funds will 
be devoted, is an eminently correct one. 
Every banker who ignores this principle 
signally fails in his duty to his depos- 
itors. It is a safe principle for every 
banker to adopt, that no consideration 
will deter him from obtaining the neces- 
sary data required to fully analyze ap- 


‘plications for credit. The bankers are 


merely the depositors’ agents in making 
loans for the depositors. Any banker 
who does not analyze all the aspects of 
an application for credit cannot sat- 
isfactorily discharge his duties. Where 
a banker uniformly requires a full 
presentation of the borrower's position, 
he must expect some loss of business 
from over-sensitive borrowers. He may, 
however, have assurance that over a 
long course of years this principle will 
work out to the bank’s advantage. The 
bank credit man must know the prin- 
ciples upon which bank credit may 
safely be extended, and not depart from 
these principles. He may have assur- 
ance that if he cannot be successful in 
the banking business on banking prin- 
ciples, it is not likely that he will be 
successful on any other principles. It 
is better, where a loan is offered, to 
make a full analysis and to decline in- 
ferior loans and possibly incur the ap- 
plicant’s ill will, than to grant the loan 
and later lose both the depositors’ money 


and the borrower’s good will. Appli- 
cants for credit should not be unneces- 
sarily harassed, but the bank credit man 
must know his ground. A banker may 
err in being too conservative. To ask 
for security in loans where credit prin- 
ciples indicate security is not necessary, 
and to thus cause offense to the borrow- 
er, may divert desirable credit business 
to other institutions. It is difficult, as 
every credit man will testify, to main- 
tain every hour in every day, a well 
balanced poise on loan requirements. 
The credit man may on one loan make 
unreasonable requirements, and then let 
down the bars and make an inferior 
loan. One reason for this is that the 
bank credit man does not always keep 
in mind the ruling principles. Too close 
and unrelenting contact with credit 
problems, a multitude of small irrita- 
tions, too much pressure of detail work, 
lack of harmony with his brother of- 
ficers and employees, may cause him 
to lose his balance. He can best main- 
tain this balance by having an adequate 
conception of the ruling principles of 
credit well fixed in his mind, and at- 
tempting always to carefully and im- 
partially analyze loans from the view- 
point of these principles, and not al- 
lowing personal feelings, friendship or 
long association, or matters entirely out- 
side of the merits and defects of the 
risk, to direct his judgment. 
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"T° HE greatest problem of independence of the average man or 
woman is how to get out of what they earn a good living and 
a reasonable degree of financial comforts in old age. And the most 
direct and practical way to improve the citizenship is to establish 
an organized movement to teach the nation’s children in our public 
schools and help working people in American industries to use more 
intelligently the thing we call ‘‘an income.”—William E. Knox. 




















The First Thousand Dollars 
By Richard W. Saunders 


T has become an axiom, verified by 
the experience of millions of people, 
quoted by all self-made men and 

bequeathed to us by our ancestors, that 
the making and retaining of the first 
thousand dollars is harder than all the 
later acquisitions. Among the ancient 
Greeks when one was asked how he 
made his large fortune he answered, 
“My large fortune easily but my first 
money only by arduous toil.” 

One would think, therefore, after re- 
flecting how money breeds money, how 
the possession of even a moderate 
amount brings respect from one’s self 
and one’s neighbor, that one of the first 
if not the first endeavor of all men 
when they begin to earn would be to ac- 
cumulate and set aside this precious 
thousand, pregnant as it would be of 
future success and happiness. 

A state of society can be readily 
imagined where the possession of such 
a thousand, free and clear of all debts, 
would be required of all men before they 
were admitted to the state of manhood 
and the privileges of social intercourse. 
Before reaching that goal one can easily 
imagine them in a state of ostracism as 
those who had not as yet proved their 
possession of self denial and the power 
of resisting temptation. 

As laws are now being passed on 
every conceivable question (even includ- 
ing speculations on the manner of our 
descent) it is more than probable that 
some legislator of the future, inspired 
by the economic importance of such a 
fund, will seek to enact such a regula- 
tion and all men and women will be re- 
quired to gather, in some lawful manner, 
the sum looked upon as so tremendously 
important in the life of each individual. 
The proper penalties to be imposed 
might perhaps be a problem, but legis- 
lators have always been strong on work- 
ing out penalties. Possibly they might 
order a refusal to issue a marriage li- 
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cense, or demand a denial of the priv- 
ilege of purchasing theater tickets or 
forbid even to have served to any 
hungry diner a meal costing in excess 
of a certain sum unless such person 
or persons were able to show a pass- 
book issued by a reputable savings bank 
showing a credit of at least the sum in 
question. Social restraints might be 
brought to bear and we might hear ut- 
tered such scathing words as “He cannot 
amount to much. He hasn’t a thousand 
dollars to his name.” 

While waiting for this possible mil- 
lenium there is probably nothing to do 
but continue to point out to the young 
and thoughtless the desirable conse- 
quences that follow the cultivation of 
the savings habit and especially the 
safely tucking away of the initial thou- 
sand where “‘moth and rust will not cor- 
rupt” and where at least 4 per cent. 
interest will bestow upon it a slow but 
certain growth. Since banks have begun 
to advertise so extensively the aforesaid 
young and thoughtless certainly cannot 
complain that the matter has not been 
brought to their attention. It is blazoned 
in every street car. And was not a 
certain statute, now creating consider- 
able comment, largely passed because 
of the argument that money formerly 
spent on certain beverages would be 
saved, with the exception perhaps of 
those sums spent on certain other, but 
less potent beverages? So perhaps the 
legislation referred to above is not as 
far off as one might think. 

The chief reason the elusive thousand 
is so hard to corral seems to be the 
fact that so many people seem to be 
after it also, whether they already have 
a thousand or not and the “young and 
thoughtless,” as well as others, have to 
pass through a network of temptations 
that would cause an anchorite to give 
way. Alluring advertising suggests, 
from countless signboards, the joys of 
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this or that. Human nature works 
against them. The maiden lingers as 
she and the youth pass the ice cream 
parlor together or view the enticing 
lobby display in the movie palace. Rela- 
tives both near and distant evince strong 
desires to be “supported” and bring 
forward certain arguments concerning 
duty or the ties of blood, etc., which 
give the young grave concern. It is, 
by the way, a strange fact that nearly 
all people willing to be supported find 
some person willing to support them. 
Appeals for charity, the lure of the 
new spring suit, the latest novel, the 
talked-about play, the auto trip—but 
why go on, the list is interminable. 


So, back again, one finds one’s self 
at the old starting ground and the same 
old solution seems the only one. What 
we want the most we get and any man 
or woman who wants the first thousand 
hard enough can certainly have it. The 
price is work and self denial. But the 
price not only covers the first thousand 
but those that follow also for what is 
gained is not only the money but the 
enforced habit which, as a rule, will be- 
come a permanent guide through life. 
Men value most what has cost them 
most. On the one side is “Come easy— 
go easy” and on the other “Save and 
have.” 


Cheap Money and Business 


By Benjamin M. Anderson, Jr., Ph. D. 
Economist of the Chase National Bank of New York 


T HERE is a belief, widely held on 

both sides of the Atlantic, that good 
business depends on cheap money, and 
that even moderate increases in money 
rates can turn good business into de- 
pression. It is a fantastic idea, unsound 
in theory and repeatedly refuted in eco- 
nomic history. The causal relation be- 
tween business and money rates is, for 
the most part, directly the reverse. Good 
business makes firm money and busi- 
ness depression makes cheap money, 
other things equal. To the extent that 
there is a causal connection, money rates 
are generally the effect of business con- 
ditions rather than the cause of business 
conditions. 

The facts are, as business men and 
baukers know, that the volume of com- 
mercial borrowing is primarily governed 
by the expectations which business men 
have as to the volume of business which 
ca’ be done with the money, and the 
profits which can be made. Business 
profits depend on the relation of costs 


to receipts. Money rates are among the 
elements of costs, along with labor, raw 
materials, transportation, rentals, taxes 
and other items. If money rates go ex- 
cessively high, they may make a real 
difference in profits. Within a wide 
range, however, anticipated volume of 
business is far more significant than 
money rates. If a large volume of busi- 
ness can be done with 5 per cent. or 6 
per cent. money, profits may be much 
greater than they would be with a 
smaller volume of business done with 
3 per cent. money, because overhead 
expenses can be spread out over a much 
larger number of units of product, so 
that cost per unit is smaller with a large 
volume despite higher money rates. In 
the actual calculations of business men 
who are deciding whether to borrow a 
larger or smaller amount from their 
banks, the rate to be paid is very much 
less important than their anticipations 
as to the volume of business which can 
safely be undertaken. 























The Lima Trust Company, Lima, Ohio 


ten employment of the Weary and Alford 
Company assures the banker of the services of 
an organization which knows bis problems, knows 
from long experience how to meet them, and 
whose only business is the design and execution 
of bank and office buildings—the most economical, 
practical and attractive that can be produced for 
the money available. 


WEARY AND ALFORD COMPANY 
Bank and Office Buildings 
1923 Calumet Avenue 
Chicago 














Banking and Commercial Law 


Important Decisions of Current Interest Handed Down by State and Federal Courts 
Upon Questions of the Law of Banking and Negotiable Instruments 


Depositor’s Duty to Examine 
Canceled Checks for Forged 
Signatures 


Stumpp v. Bank of New York, New York 
Supreme Court, Appellate Division, 
April 30, 1925. 


the signature of each and every one 

of its depositors. Consequently, when 
a bank pays a check drawn upon it and it 
is afterwards found out that the drawer’s 
signature is forged, the bank cannot charge 
the check against the depositor’s account 
but must bear the loss itself. 

But, when a depositor receives from the 
bank a statement of his account and the 
canceled checks which have been paid, he is 
under duty to give the statement and checks 
a reasonably prompt and careful examina- 
tion and to report any irregularities to the 
bank. 

The depositor’s failure in this regard will 
shift the burden of the loss from the bank 
to him. The reason is that the depositor’s 
delay in discovering and reporting the for- 
geries may result in depriving the bank of 
an opportunity to take prompt action 
against the wrongdoer. Furthermore, where 
the forgeries extend over a period of time, 
the depositor’s failure to discover the first 
wrongful payment enables the forger to 
continue his raid upon the depositor’s ac- 
count. 

In this case, the question was presented 
as to how thorough an examination a de- 
positor is required to give to the bank’s 
statement to protect himself from liability 
where an employee has forged a series of 
checks against his account. 

When a loss of this character is sustained, 
it is frequently a severe one. It is, there- 
fore, important for bank depositors to know 
exactly what the courts require of them in 
this respect. 

The New York court holds in the case 

ferred to that it is not sufficient to check 
the canceled checks against the stubs in the 
check book and to see that the balance in 

* check book corresponds with the bal- 

‘ce shown in the bank’s statement. 


Tie law presumes that a bank knows 


In addition, the depositor must compare 
the canceled checks with the list of checks 
entered on the bank’s statement as having 
been paid. 

The plaintiffs in this case were partners 
doing business under the firm name of 
August Stumpp & Company. For several 
years prior to May 1, 1916, the plaintiffs 
kept their account in the defendant bank. 
They had in their employ a bookkeeper by 
the name of Pratt, who had charge of the 
firm’s check book and was authorized to 
receive and receipt for the statements of 
the plaintiffs’ account with the defendant 
bank and the canceled check vouchers. 

Pratt conceived a plan for defrauding his 
employers which was possible of execution 
because of his knowledge of the manner in 
which the plaintiffs checked up their bank 
statements. 

His method was to draw forged checks 
against the account, present them at the de- 
fendant bank and receive the cash for them 
from the paying teller. The amounts of 
these forged checks were not entered on the 
stubs in the check book. 

Pratt concealed the forgeries by falsifying 
the additions of deposits made by the plain- 
tiffs during the month so as to make the 
total amount less than was actually depos- 
ited. _The amount by which he reduced the 
total of deposits corresponded with the 
amount of the forged checks drawn during 
the month. In some instances, he concealed 
his forgeries by making the total of checks 
drawn against the account and shown on 
the stubs in the check book greater than it 
actually was. Thus, the balance in the check 
book always corresponded with the balance 
returned by the bank. 

He guarded against accidental detection 
by drawing the forged checks either in even 
hundreds or.in such a way that two forged 
checks together made an even thousand, thus 
reducing the chances of detection of the 
erroneous additions. 

When the canceled checks were returned 
by the bank each month, Pratt would 
abstract and destroy those which he had 
forged. He would then deliver the remain- 
ing valid checks to August Stumpp, the 
senior member of the firm, whose practice 
it was to compare the checks with the stubs 
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in the check book. These tallied exactly with 
the entries in the check book leaving some 
few checks still outstanding. Stumpp would 
then add the amount of the outstanding 
checks to the balance shown on the check 
book and, finding that this corresponded 
with the balance shown by the bank, would 
make no further investigation. 

Pratt’s forgeries extended over a period 
of about fifteen months. In all he collected 
twenty-one forged checks, the aggregate 
amount of which was approximately $11,000. 
His forgeries were not discovered until he 
forged a check for $5000 against the plain- 
tiff’s reserve account, carried in another 
bank, deposited it secretly to the credit of 
the plaintiffs in the defendant bank, drew 
out the proceeds by a series of forged checks 
and disappeared from the community. 

The court held that the plaintiffs, through 
the negligent manner in which they exam- 
ined their bank statements and canceled 
vouchers, had relieved the defendant bank 
from responsibility in paying the forged 
checks. 


OPINION (IN PART) 


DOWLING, J.—It is quite apparent that 
Pratt’s immunity from discovery for so long 
a period of time was due to plaintiffs’ way 
of conducting their so-called examination of 
the returned statements and vouchers from 
the bank. They did not even add up the 
columns of figures of deposits and with- 
drawals by check, as entered by Pratt in 
their books. All they did was (1) to check 
the returned vouchers against the stubs in 
their check book, and (2) to see if the bal- 
ance appearing in their check book cor- 
‘ responded with the balance shown the bank’s 
statement. I am of the opinion that this 
was insufficient to constitute ordinary care, 
and that their failure to do more constituted 
negligence on their part. 

Under the authorities, I believe that the 
depositor, upon the return of his vouchers 
from the bank accompanied by a statement 
of the transactions in his account for the 
preceding month, is bound to do three 
things: (1) Compare the vouchers returned 
by the bank with the check stubs in his 
stub-book; (2) compare the balance entered 
in the statement (or pass-book) with the 
balance in his stub-book; (3) compare the 
returned vouchers with the list of checks en- 
tered in the statement (or check-list). If 
such examination is made with ordinary 
care and no error is detected, then the de- 


positor is not negligent; if he fails to make 
any or all of these comparisons, and such 
comparison would have disclosed the forgery, 
then he is negligent and cannot recover 
from the bank. 


Attachment of Contents of Safe 
Deposit Box 


Carples v. Cumberland Coal & Iron Com- 
pany, New York Court of Appeals, 
May 5, 1925. 


The contents of a safe deposit box may 
be attached at the instance of a creditor 
of the owner of the contents. 


OPINION 


HISCOCK, Ch J.—The plaintiff obtained 
a warrant of attachment against the proper- 
ty of the defendant, which was issued to the 
Sheriff of New York County. He claimed 
that a certain box in the vault of the Safe 
Deposit Company of New York was rented 
by defendant and contained property which 
was leviable under a warrant of attachment. 
The safe deposit company having refused to 
allow the sheriff access to the box for the 
purpose of making a levy and having refused 
to give a certificate of the contents of such 
box on the ground that it was without suf- 
ficient knowledge, plaintiff applied on notice 
to the safe deposit company for an order 
directing the sheriff to open said box and to 
take and keep such property as might be 
found therein which was subject to levy. 
While notice of said motion was served only 
upon the safe deposit company the defendant 
voluntarily appeared on said motion and is 
now the only appellant from the order made 
as aforesaid. Under these circumstances 
there have been certified to us the questions 
in substance whether there is any statutory 
or common law empowering the sheriff to 
break open a safe deposit box of the de- 
fendant in aid of the attachment issued to 
him, and whether any constitutional rights 
of the defendant will be violated by thus 
breaking open said box and seizing such 
property as may be liable to levy. 

In the first place we desire to make it plain 
that one question argued by the defendant 
and another question which, under other cir- 
cumstances might be argued, are not pre- 
sented on this appeal. It is urged that the 
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court has no right to order such action as 
was authorized in this case and which may 
result in the destruction of the property 
of another, in this case the safe deposit 
company owning the vault. As we have 
stated, the safe deposit company which alone 
would be interested in that question is not 
appealing here and, therefore, we have no 
occasion to consider the question suggested 
or to decide whether such an order as is 
here presented might, under some conditions, 
involve such a destruction of the property 
of others as would not be tolerated. 

Neither are we concerned with the ques- 
tion whether a safe deposit company should 
be protected as against its customer by 
notice to such customer of such an applica- 
tion for leave to open his box as was pre- 
sented here. Apparently actual notice of 
the motion was given to the customer and it 
appeared upon the motion. Therefore we 
come simply to the questions which have 
been certified as they arise between the 
plaintiff and the defendant, and the pre- 
liminary one of appellant’s right to appeal. 

We shall not review at length the affi- 
davits presented in behalf of the plaintiff 
and in behalf of the defendant on the motion 
to require the sheriff to open the box and 
by which these questions are to be deter- 
mined. We shall content ourselves with the 
simple statement that in our opinion such 
affidavits permitted the court to find as it 
necessarily did that the box in question had 
been rented by the defendant acting through 
its officers and that, presumably, at the time 
in question there was property contained 
therein which was subject to levy under the 
warrant of attachment. 

While it is challenged, we think that the 
defendant is a party aggrieved by the order 
which has been made, within the provisions 
of our statute and that it therefore has a 
right to appeal. It is really the only party 
which is substantially interested. It appeared 
upon the original motion, and if the order 
there made does improperly and unconsti- 
tutionally permit the sheriff to break into 
its safe deposit box we think it quite clear 
that its rights have been intruded upon in 
‘ manner which constituted a substantial 
vrievance and gave it the right to take the 

ppeal. 

Coming to the merits, we think that the 
irder complained of was a proper one for 
he court to make. Under the statute relat- 

g to a levy under a warrant of attachment 

became the duty of the sheriff to take into 


his custody any property capable of manual 
delivery such as it is claimed that there was 
in this case. Under this statutory duty that 
officer was authorized to do anything which 
might be lawfully incidental to its discharge, 
and it was the duty of the court where 
necessary to aid him by a proper order. 
A safe deposit box does not give property 
placed therein a status which renders it 
exempt from levy under a warrant of at- 
tachment. It is true that there has been 
much discussion of the relationship between 
safe deposit companies and their box cus- 
tomers and of the question whether prop- 
erty thus placed is in the possession and 
control of the safe deposit company or of 
the customer (National Safe Deposit Co. 
v. Stead, 282 U. S., 58, 67), and very pos- 
sibly different answers may be made to this 
question on a consideration of the circum- 
stances under which it arises and of the 
purposes for which it is being asked. We do 
not deem it necessary to determine it with 
exactness in this case. There is no doubt 
that the safe deposit company has a general 
and surrounding control and possession of 
the box. It owns the building and the vault 
in which the box is located and makes rules 
for the customer’s access to the box, which 
generally require the assistance of the com- 
pany in opening it. This possession and 
control, however, is exercised for the pur- 
pose of securing a greater safety for the 
customer rather than of asserting possession 
as against him of the contents of the box, 
to which, under proper rules and regula- 
tions, he has the unquestioned and unqual- 
ified access. While the status of the safe 
deposit company is, therefore, in some 
aspects that of a bailee, the customer’s 
control and possession of his box is not 
much different than would be the control and 
possession by a tenant of property in an 
office which he had rented from the owner 
of the building (Nat. Safe Deposit Co. v. 
Stead, supra; Moller v. Lincoln Safe De- 
posit Co., 174 App. Div., 458; People v. 
Mercantile Safe Deposit Co., 159 App. Div., 
98, 101, 102). 

But however we may estimate the rela- 
tive rights and possession of safe deposit 
company and customer as between them- 
selves it was perfectly proper for the court 
so far as this aspect is concerned to make 
the order in question. If the property in 
the box is to be regarded as in the pos- 
session of the customer the order was per- 
fectly right. And if, on the other hand, we 
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regard the safe deposit company as in some ‘ 


respects a bailee and having possession of 
the box it was still proper for the court to 
make the order which it did and which, with 
the levy of the sheriff thereunder, will be 
ample protection to the company as against 
the defendant (Bliven v. Hudson River RR., 
36 N. Y., 408; Scranton v. Farmers & M. 
Bank of Rochester, 24 N. Y., 424, 427; 
MacDonnell v. Buffalo, L., T. & Safe De- 
posit Co., 193 N. Y., 92, 106; Roberts v. 
Stuyvesant S. D. Co., 123 N. Y., 57; Stief 
v. Hart, 1 N. Y., 20; United States v. 
Graff, 67 Barb., 304; Burton v. Wilkinson, 
18 Vt., 186). 

Finally, it is urged that the order author- 
izes an unconstitutional and unwarranted 
“search and seizure” and in amplification 
of this contention appellant seeks to draw 
some analogy between a man’s house and a 
safe deposit box. We are unable to see any 
pertinent analogy betwen a man’s home, 
which is protected by constitution and de- 
cisions from invasion for the purpose of 
serving civil process, and a disconnected 
depository in which he has stored his prop- 
erty, whether a barn, a warehouse or a safe 
deposit box. Furthermore, the order com- 
plained of does not provide for any such 
exploration and search as were condemned 
in the cases cited by appellant. As we have 
stated, the affidavits justified the court in 
finding that there was in this box property 
which was subject to levy and the defendant 


not enlightening the court as to what these 
articles of property were, the order was 
made permitting the sheriff to take and keep 
such property as was subject to levy under 
attachment and to return all papers and cor- 
respondence to the defendant. The pro- 
visions of the statute specify the property 
which is subject to levy and the order did 
not authorize the sheriff even to keep such 
papers as might relate to such leviable prop- 
erty. With the least intrusion possible a 
levy was authorized and it was not an 
authorization of an unreasonable search that 
the sheriff was incidentally permitted or re- 
quired to make such examination of the 
contents of the box as would enable him to 
separate leviable property from the remain- 
ing contents. It would be unfortunate if a 
court could not authorize and the sheriff 
perform such acts as these. If a debtor 
could withdraw his property from the reach 
of creditors by simply placing it in a safe 
deposit vault, avoidance of responsibility 
for obligations would be made easy, and a 
broad and easily accessible highway opened 
for escape from an effective administration 
of the law (Burton v. Wilkinson, supra; 
United States v. Graff, supra). 

We think that the order should be af- 
firmed, with costs, and of the questions cer- 
tified the first one should be answered in 
the affirmative and the second one in the 
negative. 














N the past, great wars have usually been followed by increased 
production and by the accumulation of wealth. 
seems entirely reasonable to expect this increase in goods and this 


continued reliance upon gold to be followed by a downward trend 
This decline will probably be 
gradual, inasmuch as the rehabilitation of our world economy must 


in prices during the next decade. 


be a slow process under present political conditions.—Walter §. Case. 


Therefore, it 
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Direct Mail as Part of the Trust Selling 
Campaign 





the booklets may be through the 
mail, through mention in gen- 
eral publicity, from letters of- 
fering them, by counter distri- 
bution, and through officers and 
salesmen after interviews with 
prospects. 

The most obvious source of 
new business being the present 
customers of other departments 
of the bank, stuffers in the can- 
celed vouchers, bond circulars, 
vault bills, etc., are a first means 


Article III of a Series on a Complete Campaign for New Trust 
Business 


By THEODORE TEFFT WELDON 
Advertising Manager Northern Trust Company of Chicago 
5 ome! average trust company 5. Inheritance taxes. 
requires in its advertising 6. Insurance trusts. 
7 


certain booklets descriptive of . Living trusts. 
its services. These booklets 8. Agency and custodian serv- 


may be few or many in num- ices. 
ber, and in general should dis- 
cuss: 


1. Trust company service. 

2. Duties of an executor. 

3. The advertiser’s technique 
in managing property left in 
trust. 


9. Will forms and memoranda. 

In the advertising campaign, 
each of these booklets should 
have its special place. Although 
each may present a complete 
argument, it should at the same 
time fill a definite niche in the 


of calling attention to the trust 
services offered. These may be 
augmented, at will, by specific 
letters enclosing, or offering to 
send a booklet on the subject 
discussed. If the other depart- 
ments are to be considered 
feeders for trust business, they 








4. Laws of descent. 


sales plan. 


The circulation of 


must be worked to the limit of 





HE prevalent idea that only people 
of great wealth need bother over the 
question of inheritance tares is an 
erroneous one. The average busi- 
ness man's family pays a heary 
price for this mistaken conception. 


The tangle of trouble and expense 
which confronts thousands of fam- 
ilies left with modest estates points 
to the urgent need for a better under- 
standing of the inheritance tax situ- 


ation. 


bbe Vital. Matter of 
Juberitance Jiixes 


comes as a surprise to most men to Texed in 
learn that no matter in what state of Many 


the Union a man may live at the time “* 
of his death, his estate may be heavily taxed 
by a number of different states even though he 
may own no real property in any of those 
states. 

In addition to this the stateof his residence 
will, in the great majority of cases, levy an in- 
heritance tax against gach distributive portion 
of his estate— allowing for very small exemp- 
tions—before it can pass even to members of 
his iminediate family. 

And entirely aside from this the Federal 
Government will collect an estate tax on his 
entire estate in excess of the exemption of 
$50,000.00 

T is at once obvious that all estates of any Dificul- 

size are subject to serious shrinkage as a ‘ies in 
result of these taxes. But what is not so ob- 5¢*ing 
vious on first thought is the very great diffi- 
culty often encountered in settling these taxes 
properly and the necessity for making some 
definite provision in order that funds may be 
(3) 





Opening paragraphs of a twenty-four page trust booklet on inheritance taxes. 
booklet is five by eight inches. 


Actual size of the 
The booklet is printed in two colors. 
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DMINISTERING A WILL under 
Present day conditions w no task 


tor an amateur. ere are too many 
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require expert handling to avoid ex- 








TRUST 


NORTHWEST CORNER-LASALILE ead MONROE SIS. 


Few individuals act as Executor 
more than once 


which is a good reason why 
they should never act at all 


THE NORTHERN 
COMPANY 


Capital and Surplus $5,000,000 














Newspaper trust advertisement seeking requests for booklet 


“The Duties of An Executor.” 


On the opposite page is repro- 


duced a two page spread from this booklet. 


co-operation which their officers 
will countenance. 
Checking Mailing Lists 

In going outside the institu- 
tion for new trust business by 
direct mail, the lists used are the 
most important single factor. 
The system of building them 
and keping them up to date de- 
serves more time and study 
than most banks accord it. In 
checking over its trust prospect 
files, an eastern trust company 
recently found several hundred 
names which proved, when 
analyzed, to be obviously un- 
able to employ trust service. 
Yet these names had been under 
intensive treatment for a con- 
siderable time and some thou- 
sands of dollars had _ been 
wasted on them. Even after 
proving the soundness of the 
lists, the job of sorting them 
and recording information 
should continue as time goes 
on, so that the files may point 
always to the way of attack. 


Many trust advertisers are of 
the opinion that booklets should 
not be mailed until requested. 
They prefer to write their pros- 
pects explaining the need for 
information contained in a 
booklet and offering to send it 
only if it is desired. Whether 
one sides with this view or not, 
it is good judgment to try the 
plan occasionally as a check on 
the interest with which the 
literature is being received. All 
booklets do not lend them- 
selves to such a procedure, to 
be sure, but rather those which 
dwell informatively on some 
phase of trusteeship to the ex- 
clusion of those of a more sales 
propaganda type. 


Treatment of Copy 


Because this is a serious sub- 
ject, there is perhaps a ten- 
dency to couch it in serious 
garb, even to an extreme. What 
some of the trust fraternity 
choose to call “dignity” is in 
reality a long-faced appearance 
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and a lack of plain Anglo-Saxon 
copy. The fine writing which 
is so much in evidence in pres- 
ent trust literature is deplor- 
able. Brevity, on the other 
hand, is not necessarily a virtue. 
A fresh, untechnical discussion 
of almost any phase of trustee- 
ship is worth reading, and if 
the textbook idea and the cata- 
logue ideas are kept out of it, 
the reader may be expected to 
continue to sell himself through 
many pages. 

The attractiveness of cover 
and decoration, the crafty han- 
dling of layout and titles which 
make the text look briefer than 
it is, are decoys whose value 
should never be overlooked. 
Richness of effect does delay the 
trip to the waste basket, and a 
teasing caption beguiles even 
the busiest man to read farther 
than he had intended. The 
morgue in every advertising of- 
fice contains specimens of very 
expensive booklets which fail to 
show their worth through a lack 
of artistry, and others, less 
costly which possess an elegance 
of taste, compelling to the 
greatest degree. Illustrations, 
headings and marginal notes 
may be the means of carrying 
the theme along to the man who 
skims through, his eye catching 
certain points, getting the mes- 
sage in spite of himself. 

A textbook was introduced 
into a calculus class in an east- 
ern university some years ago, 
which opened with the state- 
ment, “What one fool can do, 
another can.” This subject, so 
terrifying to most students, 
was explained in such simple 
terms as “DX is a little bit of 
X, and DY is a little bit of 
Y,” with the result that the 
entire class conquered the sub- 
ject without a flunk. It was 
the greatest treatise on calculus 
ever written for the neophyte, 
and made one of the driest 
subjects on earth a refreshing 
exercise. It should be an in- 
spiration to trust advertisers. 
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DUTIES OF AN EXECUTOR 


THE 

17 Have the inventory and appraisement ot goods and chat 
tels filed with and approved by the Court and furnish a 
copy to the interested heirs. Also inform the beneficiaries 
of the approximate income from the estate and the dates 
when they can reasonably expect to receive the same. 

18 Where a widow's award has been allowed, arrange with 
her for payments on account thereof in such a way as to 
provide for her needs during the period of probate. 

19 Lend assistance in the equitable distribution of household 


furnishings, personal effects, jewelry and heirlooms, Ex 
perience, tact and a genuine desire to serve often mean 
much for the maintenance of the family happiness in the 
future. “Phe price is time, zeal and effort 

Have date set for legal adjudication of all claims against 
the estate. 

Secure all available evidence or testimony regarding the 
propriety of each claim not approved by the family 


22 Arrange date for determination of taxes by the Illinois 
State Inheritance Tax Department. 

23 Furnish Inheritance Tax officials with certified copies ot 
the will, inventory, appraisements, lists of claims and 


other required documents, and appear with the attoracy 
and members of the family for the hearing with evidence 
regarding values of all properties belonging to the estate 
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Have you ever-been the executor 
of another man’s will? 


IF SO, would you name a friend the executor 
ghee Is it not too burdensome 
costly 5 anere & os him? You would 
iow an ier his business or your estate 
would probably suffer 
Redteduweneetnnes 
plex and at the same time so technical that they 
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24 Make comprehensive review of market cor 
security or other property to determine which should be 
sold first, when, as, and if necessary. | 
25 Examine the State Inheritance Tax appraisal report amd 


accept or contest same. 


mditions for each 





require the collective knowledge and oa 
of a trained organization to properly and 
nomically discha — them. The Northern Trust 


J Company has 


36 years’ experience. 








Two pages from a trust booklet “‘The Duties of An Executor,” around which the newspaper 


advertisement reproduced on the opposite page is built. 


runs sixteen pages, is 54% by 7% inches. Printed in two colors. 


Beginning Wrong 

The desire to sell sometimes 
results in the attempt being 
made at the wrong moment. A 
booklet on the duties of an ex- 
ecutor, for example, commences 
with the reasons why a trust 
company should be appointed. 
Again, a booklet which sets forth 
some very interesting inci- 
dents in which insurance trusts 
may be the only means of safe- 
guarding a situation, begins 
with the statement that after 
you have read these stories you 
should come into the bank with 
your insurance agent and talk 
it over. Do these trust com- 
panies feel that the public is 
gloriously inflammable and that 
they possess the only torch? 
Certainly the arrangement gives 
the feeling of insincerity. The 
book promises helpful informa- 
tion on a subject where it is 
neeced, and it starts with prop- 
aganda for the publisher. 


If advertising is but educa- 
tion, then the text of trust 
booklets should be carefully 
framed to insinuate the sales 
propaganda at the opportune 
time and place. Man’s greatest 
desire is not always to buy, 
yet to buy may be the means 
of gratifying that desire. 

The style of the booklets of 
any one bank is apt to follow 
the personal style of its adver- 
tising copywriter. If his mind 
runs in mathematical channels, 
his copy may be too consistent- 
ly graphic, characterized by 
numbered lists of duties, serv- 
ices and benefits. Or it may be 
too consistently chatty and in- 
formal. It is a salutary prac- 
tice for the advertising man- 
ager to read over all his efforts 
with this thought in mind and 
see if he is varied enough in 
the handling of these different 
booklets. 


The actual size of the booklet, which 


The Tie-up 

Although every new trust 
booklet should be part of a 
coherent advertising plan, it 
may be given its turn in the 
spotlight by planning a sub- 
ordinate campaign for it prior 
to its publication. In this way, 
there may be lock and interlock 
between each booklet and the 
newspaper advertisements, ihe 
envelope stuffers, the letters 
which offer and explain the 
need for it, letters accompany- 
ing it and following it, and still 
other material carrying the 
thought on to other phases of 
the subject upon which there 
are other booklets. If the whole 
project is pointed at bringing 
the prospect in or getting hm 
to commit himself to the extent 
where a representative would 
be warranted in calling on him, 
the energy expended is in the 
right direction. 
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TALES of a TRUSTEE 


RUSTEESHIP is ethically and. legally a 
great responsibility. To discharge it prop- 
erly more thoughtful care is sometimes required 
than the owner of property himself would exer- 
cise. He answers to no one but himself. The 
trustee is more than an agent. He e 
power and discretion of an owner without his 
freedom of action. 

Moreover, the burden of stewardship in these 
modern days calls for a multiplicity of talents. 
The ability to invest wisely is but the begin- 
ning. Expert knowledge in almost every line of 
endeavor which our civilization is heir to, must 
be part of the successful trustee's equipment. 

The following actual instances, with only 
enough alteration to disguise the individual 
cases, may furnish a conception of the variety 
of demands which a trust company may expect 
to have made upon it. 


Recently a commercial artist of some note in 
the profession died. His business was operating 
under his name and was not incorporated. Al- 
though most of the work of his studios was done 
by assistant artists, his name, which was well 
known, was the asset which brought customers 
and made the business profitable. 


It looked as though the business would have 
to be abandoned and the studios sublet or given 
up. We decided, however, that there was suffi- 
cient work then in progress to keep the assistants 


We secured a very substantial sum of money 
for a business which would seem to 
have expired with the founder. 


Introductory paragraphs of a booklet on the services of a trust company as trustee, citing actual 
instances in which the company has rendered unusually helpful services in individual cases in 


which perplexing problems were faced. 


is 5% by 7% inches. 
What About Results? 


The percentage of results to 
be expected from a trust mail 
campaign is certainly not large, 
but it can be very satisfactory. 
A trust company in the West 
recently wrote two letters on 
executorship so well that they 
pulled over 7 per cent. inquiries 
—almost all good prospects. A 
booklet on inheritance taxes 
pulled many times the inquiries, 
possibly because the general in- 
terest in this subject is keener, 
but the leads will culminate in 
a smaller volume of business. 

Much excellent syndicated 
material is to -be had on the 
more or less standard argu- 
ments of trusteeship. It is 
usually, of course, more force- 
ful and better written than the 
average literature compiled by 
the trust companies themselves. 
Frequently, it may be revamped 
to bring out the individual dis- 
tinctions of the advertiser and 
made into a very accurate por- 


trayal of a given company’s 
activities. In purchasing syn- 
dicated books, it is a good plan 
to outline in advance the precise 
type of material needed, with 
the whole advertising structure 
well in mind, and then shop 
around for it. Too often a 
series of booklets is purchased 
merely because it appeals to the 
buyer, little heed being given 
as to how it fits into his par- 
ticular scheme and logic of 
selling. The company which 
buys a series, uses it, and then 
buys another series, and so on, 
without any definite plan of 
cultivation over the long pull 
is truly fortunate if it finds its 
results commensurate with the 
cost. 


Paving the Way 


Many financial advertisers 
like to believe that the news- 
paper and magazine advertising 
they do brings them a great 
deal of business. Probably it 


The booklet contains twenty pages and the actual size 


does. They cannot trace it ac- 
curately, to be sure, which may 
be the reason they seldom try— 
conscientiously. When they do, 
some of them come to the con- 
clusion that in the trust depart- 
ment at least, these mediums 
rather create an acquaintance- 
ship with the public and broad- 
cast the name and the out- 
standing policies. Undoubtedly, 
they pave the way for a more 
personal message and give the 
clues to where business may be 
developed. 

It would be tedious to sell 
the average prospect the trust 
idea entirely from newspaper 
space. It is a long and _ in- 
dividual story. It needs letters, 
booklets, interviews to sell it. 
On the other hand, there is no 
doubt that direct mail matter 
would be less warmly received 
if interest in and a knowledge 
of the subject had not been 
previously worked up through 
general publicity. 
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How Banks Are Advertising 


{ke Guardian Commerce 
Trust and Savings Bank of 
Toledo, Ohio, is publishing at 
four-week intervals a_ tabloid 
edition of a newspaper called 
the South Side News. The news- 
paper is distributed to 3000 
residents in the city’s South 
Side section where the bank is 
shortly to open a new branch. 

George M. Ellis, advertising 
manager of the Guardian Com- 
merce says, regarding this ven- 
ture of his bank: 

“It is our intention to con- 
tinue issuing this little news- 
paper, at about four-week in- 
tervals, until the new branch is 
opened. One or two ‘follow- 
up’ editions may even appear 
after the opening. 

“A venture of this descrip- 
tion is something new in bank 
publicity here in Toledo, al- 
though I believe the general 
idea has already been used by 
two or three banks in other 
cities. 

“Possibly I should add that 
the text matter is the joint ef- 
fort of myself and the publish- 
er of a regular neighborhood 
weekly newspaper in that dis- 
trict, called The South Side 
News. I prepared the banking 
articles, while he gathered 
the ‘Personals’ and ‘Business 
Briefs,” thus making the little 
paper a real newspaper in many 
respects. Peculiarly enough, 
the cost of the entire edition is 
not much more than a series of 
advertisements in his own pub- 
lication would have cost—and 
we have his good will to an even 
greater extent than would have 
been the case had we merely 
handed him a small campaign 
of ads on the new branch.” 


& 
‘| ‘HE First National Bank in 
Detroit has been publishing, 
in eleven financial publications, 
a series of advertisements on 
the resources and industries of 


the State of Michigan. The 
bank is now distributing these 
advertisements in bound form 
with a title page reading “Ad- 
vertising Boosting Michigan In- 
dustries” and a few introduc- 
tory paragraphs by William J. 
Gray, president of the bank. 


& 


es 1925 edition of the 
“Manual of General Direc- 
tions for Employees,” published 
by the Cleveland Trust Com- 
pany has been received. This 
manual is published by the per- 
sonnel department of the com- 
pany, and every employee is 
handed a copy of it. It tells 
employees very clearly and 
comprehensively what their 
duties and what their privileges 
are. It tells them what the 
bank expects of them and what 
they may expect of the bank. 
The manual supplies an answer 
to almost any question which 
may normally rise in the mind 
of any employee. 


& 


"T° HE Coal and Iron National 

Bank of New York has re- 
cently published a highly in- 
teresting and excellently printed 
and illustrated pamphlet en- 
titled “Money—The History of 
Barter and Exchange.” The 
pamphlet discusses the history, 
development and use of money 
as a medium of exchange in 
ancient Egypt and in _ the 
Roman Empire. Then follows 
a discussion of the bank check 
with particular emphasis upon 
its present stage of develop- 


ment. 
& 


rTHE  Fidelity-International 

Trust Company of New 
York is publishing an unusually 
effective series of four page 
folders on the trust company as 
manager and executor of es- 
tates. These folders contain a 


printed letter signed by the 
president of the company on 
the front page, with the name 
and address of the person ad- 
dressed printed by a special 
process in the same type as the 


letter. 
& 


HE Bluefield National 
Bank of Bluefield, West 
Virginia, publishes a compact 
and unusually effective little 
booklet containing condensed 
information about the services 


(Continued on page 37) 
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Unusual newspaper advertisement 
of a Detroit investment banking 
company, published in behalf of a 
public utility securities issue 
which the company is offer- 
ing. Actual size of the advertise- 
ment is three columns wide by 
18% inches. 
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ANK advertising cam- 

paigns sometimes fail 
for the same reason that im- 
portant military campaigns 
have failed—the initial ad- 
vantage gained in an im- 
pressive beginning is not fol- 
lowed up. 

A bank advertising cam- 
paign may be well and care- 
fully planned. The campaign 
may meet with marked ini- 
tial success, and then peter 
out for no readily apparent 
reason. After the smoke has 
cleared away, a careful in- 
vestigation of causes and ef- 
fects will probably show 
that something went wrong 
with the follow-up; that 
there was a falling-off of the 
continuity of effort so neces- 
sary to the successful com- 
pletion of any sort of cam- 
paign. 

The proper sort of follow- 
up to be done in any adver- 
tising campaign which a 
bank launches involves far 
more than simply keeping 
after prospects for what- 
ever types of business the 
bank is seeking. It involves 
keeping the interest of the 
bank’s directors, officers, em- 
ployees, depositors and its 
friends aroused to the proper 
pitch, so that they will not 
only lend their active co- 





operation to the bank’s pub- 
licity endeavors at the be- 
ginning of the campaign, but 
will continue to do so as the 
campaign progresses. And 
this is not easy. It is one 
thing to arouse enthusiasm 
and a spirit of co-operation 
—and it is quite another 
thing to keep it aroused. 

The best plan in the world 
is no good unless it is stuck 
to. And good plans are so 
much harder to carry out 
than to make. The bank 
that gets somewhere in an 
organized advertising cam- 
paign is the bank that has 
first of all some coherent 
plan, and which sees that 
plan through in spite of the 
trying difficulties which are 
bound to arise. 

Throughout an advertis- 
ing campaign it is up to the 
publicity manager (or, if the 
bank has no such person, the 
officer in charge of the cam- 
paign, whatever his title) to 
keep an effective liaison be- 


tween the bank and that por- | 


tion of the public which the 
bank is striving to reach and 
to influence. It is not 
enough that the purely 
mechanical phases of the 
campaign, such as_ super- 
vision of copy, layout and il- 
lustration, proper insertion, 
mailing lists, etc., be ef- 
fectively cared for. Clerks, 
tellers and officers must be 
kept informed as to what is 
going on, and must be kept 
interested in it—to say noth- 
ing of directors and present 
depositors whose influence, if 
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properly exerted, could be 
made to count heavily. 

There are a number of 
rather obvious ways of sus- 
taining interest and  co- 
operation within the bank. 
To do any good they must 
be kept at consistently and 
earnestly. One of the best 
methods of keeping interest 
aroused is through holding 
frequent meetings of em- 
ployees, and of officers. 
These meetings should, of 
course, be supplemented by 
printed information distrib- 
uted among officers and em- 
ployees and posted conspicu- 
ously throughout the bank 
and on departmental bulle- 
tin boards. If the bank has 
a well organized employees’ 
club or an employees’ pub- 
lication, or both—so much 
the better. Such things can 
be made particularly help- 
ful assets in connection with 
a new business campaign. 

But advertising alone— 
no matter how good it is— 
cannot bear the entire bur- 
den. It must be followed 
up by individual endeavor 
and backed up by service 
rendered. Advertising can 
stimulate the interest of the 
public. It can give the 
necessary impetus to a cam- 
paign to get it well under 
way. But it is only by the 
sustained interest and co- 
operation of those within the 
bank, and those interested 
in the welfare of the bank, 
that the campaign can be 
carried to a successful con- 
clusion. 
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How Banks Are Adver- 
tising 
Continued from page 35) 

rendered by the bank’s various 
departments. A number of ap- 
propriate thumbnail sketches 
accompany the copy relative to 
the bank’s services, and a state- 
ment of condition is included in 
the booklet. On the back cover 
is some interesting copy bearing 
the caption “The Three Dimen- 
sions of a Good Bank.” 


& 


HE Metropolitan Savings 

Bank of New York is giv- 
ing motion picture bank adver- 
tising a trial. The bank is 
making use of a motion pic- 
ture with a plot built around 
the subject of thrift, and has 
an arrangement with neighbor- 
hood motion picture houses for 
projecting the picture. 


HE Foreman Trust and 

Savings Bank of Chicago 
publishes a folder in colors en- 
titled “Expert Guidance for 
Investors.” The copy, which is 
very brief, stresses the value 
of the bank’s counsel in matters 
of investment. 


‘(HE California Bank of 

Los Angeles, during the re- 
cent large convention of the 
Shriners in that city, distributed 
a very striking announcement 
in the form of a folder entitled 
“Welcome Shriners!” printed in 
colors on shaggy paper, wel- 
coming the delegates in the 
name of the bank, and placing 
its facilities before them. The 
bank called attention in the 
folder to a complete informa- 
tion bureau which it installed at 
convention headquarters for the 
use of the delegates. This pub- 
licity was supplemented by 
newspaper advertisements ad- 
dres-ed to the Shriners which 
appesred in Los Angeles papers 


durir the convention. 








Who's Who in 
Bank Advertising 














FREDERICK R. KERMAN 


Assistant vice-president Bank of Italy 
San Francisco, Cal. 


R. KERMAN became publicity manager of the Bank 
M of Italy in 1921. He was made assistant vice-president 

in charge of advertising and publicity in 1923. Mr. 
Kerman was born in Macomb, Illinois, and received his edu- 
cation at Western Illinois State Normal and Knox College. 
During 1914-15 he was sporting editor and city editor of the 
“Galesburg Mail,’ Galesburg, Ill. In 1915-16 he was assistant 
to the advertising manager of the American Tobacco Com- 
pany, New York, and in 1916 transferred his activities to the 
Continental Guaranty Corporation of that city. From May 
1917, to March 1919 Mr. Kerman saw military service as a 
major in the United States Infantry. In 1919, he became new 
business manager of the Guaranty Banking Corporation of 
Chicago, and in 1920, publicity and new business manager 
of the Continental Guaranty Corporation of San Francisco, 
— latter position he left to go with the Bank of 
taly. 
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FIRST NATIONAL COMPANY 
: OF DETROIT ¢ 








Another striking public utilities 
newspaper advertisement published 
by the First National Company of 
Detroit. Actual size four columns 
wide by 14% inches. 


Monkey Business! 
5 ers following letter was re- 
ceived recently by a bank: 
“Will you please not cash a 
check which I made out to a 
local pet store (I forget the 
name). It is to pay for a 
monkey. I have got it home 
and dislike it horribly. I must 
get them to take it back, and 
think it will be easier if they 
cannot get the money. I would 
appreciate it very much if you 
will do me this favor, as I sim- 
ply cannot endure the little 
beast.” 
—Old Colony News Letter. 


“English As She Is Wrote” 


'T’ HE following letter was re- 

cently forwarded to the 
editor by the vice-president of 
a bank in West Virginia, as 
an example of some of the 
things that it is possible to do 
to the English language. The 


letter reads: 
Bh ncccney We FR 
P. O. Box 187 
May 12th, 1925 


National Bank, 
o We FO 
Dear Sir:— 

Just a few line’s to this Bank 
with a heart and hope it want be 
of annoyance to you by this 
writing you are interuption there- 
of, as I have been a patron of 
your saving department of I made 
my little deposit in last year of 
1924 and conditions 

made me withdraw same of 
this year quite recently so the 
idea for writing you this letter 
are this I am soliciting the Bank 
a new patron’s in person of a 
sweetheart friend of mine her 
name or Mrs. N. C., of B....1, P. O. 
Box 185, 

so she have a nice little sum 
of money in a nearby Bank and 
they dont appreciate poor people 
saving in they Bank very much 
and I am trying to get her ex- 
change it to another Bank, that 
will appreciate same and pay her 
interest on same, so if you will 
insist me by writing her by return 
mail the advantage’s she will have 

in the B.... N B : 
and the service she will get from 
that Bank, that be of benefit to 
her in the furture to come, so so 
you may mention to her in your 
letter that I was a patron's of 
that Bank, until quite recently, 
she dont think I ever had 

any dealing with that Bank, so 
may tell her I was patron’s in the 
saving department, of which I had 
little sum there on interest, you 
need’nt to specfied the amount I 
had or when I withdrew same you 
may tell quite recently, or some- 
thing like that 

she has about $2800.00 in a 
nearby Bank, so you write her her 
by return mall and you can men- 


tion my name to her as reference, 
to your Bank, if it know trouble 
on your part I would like for you 
to send me per copy of the letter 
you are sending her 
and I believe we can get her 
patronage to your Bank, so I Beg 
to Remain; ‘ 
Your very truly, 


E. E. P, 
& 


HE Guardian Trust Com- 

pany of Cleveland recently 
closed a four weeks’ employees’ 
new business campaign which 
brought in a total of 3855 new 
accounts and new business 
aggregating $3,365,400. This 
amount was more than double 
the quota set, and _ included 
3400 savings and checking ac- 
counts, 211 safe deposit box 
rentals, the signing up of a 
large number of trusts and the 
sale of bonds. The campaign 
took the form of a “yacht 
cruise” of the Great Lakes. The 
quota of each crew was $72,000, 
and each boat moved with the 
main flotilla only if it brought 
in $3000 or more each day in 
new business. More than $500,- 
000 was secured by the boat 
which made the best record 
during the campaign. 


& 


g ber Atlantic National Bank 
of Boston publishes a folder 
“Naming Your Executor” which 
discusses some of the advan- 
tages of the trust company over 
the individual as executor under 
wills and in the administration 
of estates. 














BANK ADVERTISING EXCHANGE 


IN connection with BANKING PUBLICITY there is conducted a Bank 
Advertising Exchange, containing a list of names of bank advertisers willing to ex- 
change advertisements, booklets and other publicity matter issued by them. 
subscriber who will agree to exchange advertising matter may be added to this list. 
A copy of this list may be had by any subscriber upon application. 


Any 
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Speeding Up 
Your Mail 


Every major mail train entering Cleve- 
land carries special pouches for The 
Union Trust Company. These do not 
go through the Post Office, but are 
delivered direct to our mail trucks. Much 
valuable time is saved for our customers. 


m UNION TRUSTa. 


CLEVELAND, OHIO 


Resources over 300 millions 
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The Annual Convention of the National 
Association of Credit Men 


Association of Credit Men, held in 

Washington, D. C., June 8 to 13, was 
very largely attended. The largest portion 
of the delegates was located at the 
Mayflower, where the general convention 
sessions were held. 

The opening Robert Morris session, Mon- 
day morning, June 8, found about 110 bank 
men present. The regular business was at- 
tended to, progress reported in membership 
and the general phases of the organization’s 
work. J. N. Eaton, of the Merchants Na- 
tional Bank of Boston, the efficient, able and 
courteous president of the Robert Morris 
Associates for the past two years, was suc- 
ceeded in that office by F. Sibley, of the 
Rhode Island Trust Company, Providence, 
Rhode Island. Mr. Eaton left office with 
the organization in a very healthy state of 
affairs in all of its various departments. 

The dinner and entertainment of the Asso- 
ciates at the Congressional Country Club, a 
most delightful club fifteen miles out of the 
City of Washington, in the State of Mary- 
land, on Tuesday, June 9, was a most en- 
joyable affair. 

The second Robert Morris meeting of the 
convention was held Tuesday afternoon at 
the Mayflower Hotel, the principal speaker 
being Honorable Carter Glass, and the meet- 
ing was also addressed by Edmund Platt, 
vice-governor of the Federal Reserve Board, 
on the subject of branch banking, and by a 
government representative, on the United 
States Warehouse Act. 

Mr. Platt, speaking on branch banking, 
expressed the idea that state and national 
banks should be on a similar basis in this 
respect, and that larger banks provided 
a stronger place for the depositing of public 
funds than smaller banks. In this connec- 
tion, branch banking within reasonable limits 
should prove advantageous, for the larger 
banks are in a better position to stand 
losses. With scattered branches they would 
not be in the same position as a small local 
bank dependent entirely upon conditions in 
its immediate territory. 

The speaker on the United States Ware- 
house Act stated that it was the purpose of 
the act, and the intent of the department 
enforcing it, to make warehouse receipts ab- 
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solutely “air tight.” The department, ac- 
cording to the speaker, has taken steps to 
accomplish its purpose, and feels that much 
can be gained by bankers properly co-operat- 
ing with it. It is glad and ready at all times 
to take up matters as regards warehouse 
receipts, and can render very favorable serv- 
ice in this connection. 

Thursday morning, at the general conven- 
tion session, at the Mayflower Hotel, Alex- 
ander Wall, secretary of the Robert Morris 
Associates, addressed the entire group on 
“Credit Chemistry.” This discussion cov- 
ered the ratio theory of statement analysis, 
the deducing of the eight ratios from the 
balance sheet and sales figures, the assign- 
ing of weights, and the arrival at an index. 
The discussion was most interesting and 
valuable, and the questions following his 
demonstration indicated that there was a 
keen interest in this research work so ably 
conducted by the Robert Morris Associates 
under the direction of Mr. Wall. 

Thursday afternoon found the bank golf- 
ers assembled at the Congressional Country 
Club for the annual tournament, the Hetzler 
Cup being the prize at stake. This was won 
by Alfred E. Roberts, of the Calcasieu Na- 
tional Bank of S. W. La., Lake Charles, La. 

The convention closed with the election 
of the following officers: 

President, Richard T. Baden, of Holland, 
Baden & Ramsey, Baltimore, Md. 

Vice-presidents: Eastern division, W. H. 
Pouch, New York; Central division, George 
J. Gruen, Cincinnati; Western division, 
Frank D. Rock, Denver. 

Executive manager, secretary and treas- 
urer (one office), J. Harry Tregoe, of New 
York City. 

The following directors were elected for 
one year: E. J. McManus, Omaha; H. C. 
Burke, Jr., Fort Worth, Texas; Maurice T. 
Fleisher, Philadelphia. 

The following directors were elected for 
two years: Wm. Fraser, New York; W. W. 
Edwards, Oklahoma City; J. W. Meriam, 
Cleveland; A. H. Harris, Louisville, Ky.; 
R. T. Graham, Pittsburgh; R. N. Carson, 
San Francisco; J. H. Patrick, Salt Lake 
City; E. R. Ailes, Detroit; W. E. Tarlton, 
St. Louis; S. C. Greusel, Milwaukee; C. D. 
Maclaren, St. Paul; F. B. Ramey, Atlanta. 





America in the Far East 
By G. A. O’Reilly 


This article is taken from an address delivered 
before the Second Central Mississippi Valley 
Foreign Trade Conference at St. Louis, May 21, 
1925. The author is vice-president of the 
Irving Bank-Columbia Trust Company of New 
York.—THE EDITOR. 


N the Far East, things are not as 
I they seem. Appearances are de- 

ceptive and must be discounted 
freely. Surface indications cannot be 
taken for anything like face value. 
Definite conclusions are dangerous. The 
Occidental measures of value in things 
and men sometimes apply, but usually 
not. Fact and fiction seem to meet each 
other in a relationship which, to the 
outsider, is amusing if he can afford 
to be amused, but exasperating if he is 
engaged in some serious enterprise. 
Truthfulness, frankness, consistency— 
to all of which this outsider probably 
has learned to concede a definite posi- 
tion—take on entirely new values or else 
lose much of the value to which they 
have established a claim in his world. 
Indirection, misdirection, “evasion— 
which, in Occidental life, are known but 
not highly respected—in the Orient are 
given definite institutional places in life 
and in business. 

This may seem like a severe ar- 
raignment of our Far Eastern friends 
but it is inspired by no such intention. 
The Oriental is not inscrutable and dif- 
ficult to understand to Occidentals be- 
cause he enjoys it, but because he is 
built that way. He is not trying to be 
anything. He’s just being what he is. 
That is his particular style and if it is 
different from ours, it may be our mu- 
tual misfortune without being the fault 
of either. It’s the best he has, and if 
it fails to serve our purpose, that is 
just another fact of the case. The ex- 
planation may be that he is better at 
analysis than we. He got our measure 
right at the start. We have not yet 
succeeded in getting his, and worse than 
this. we may never get it. 


Must Face the Plain Facts 


We cannot afford to disregard the 
plain facts about the Far East. If the 
Occidental, or for immediate purposes, 
more particularly the American, can 
safely assume that his chances of sizing 
up Oriental business men accurately are 
fairly good, he should know it. If, on 
the other hand, the American in the 
Orient, upon a serious mission, must 
exercise precaution in his operations be- 
yond that which has been found neces- 
sary in other parts of the world, he 
should know that. The best I can do 
is to draw conclusions based upon seven- 
teen years of observation and experi- 
ence, and ten years of thinking it over. 
And from it all I find that just one fact 
stands out clear and distinct—things 
over there are not as they seem. Nearly 
everything else seems hazy. 

A story may serve to impress this 
fact more definitely. In Manila, in the 
early days of the Spanish-American 
War, the Spaniards told of an old Span- 
ish monk who had spent many years, 
fifty or sixty perhaps, among the Fili- 
pinos—principally Malays with a 
strong Chinese admixture. He was a 
great student, a keen observer, a pro- 
found philosopher. It was said that he 
knew more about the essentials of the 
Filipino than did any other living man. 
He promised his friends that during his 
life he would write down in a large book 
the things he knew about the people of 
the country, this book to remain closed 
until after his death when it was to be- 
come the property of his friends who 
might benefit from the information it 
would contain. 

He died at a ripe old age and the 
book was opened, with proper ceremony, 
and the long expected message sought. 
Then, to the astonishment of all, there 
appeared blank page after blank page— 
not a word about the Filipino. The 
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Spaniards who told this story and who 
themselves had enjoyed an excellent op- 
portunity to study the Filipino, told it 
in no facetious spirit but seriously and 
for the purpose of illustrating a fact 
which men who live among these Orien- 
tals long enough must come to accept. 
And the Filipino, in this respect is just 
typically Oriental. The Chinaman is 
no easier to understand or the East 
Indian, or even the Japanese with whom 
we have been so closely associated since 
Perry opened that country to us and 
about whose essentials we know so little. 
If I were discussing the Orient with 
readers about to visit it as tourists, I 
would still say that things are not as 
they seem, but without any suggestion 
of seriousness or difficulty for them dur- 
ing their journey. They need not mind. 
The Orient as it seems will serve every 
proper tourist purpose. Surface indi- 
cations in that part of the world rarely 
fail to be interesting to the stranger. 
He will find delightful local color every- 
where. The basis provided for inter- 
esting things with which to regale his 
friends after returning to his own coun- 
try is ideal. Going back of the Oriental 
returns, searching keenly for facts, ap- 
plying his cold Occidental discounting 
process to what he sees, would only 
spoil the picture and deprive his trip 
of much of the pleasure for which he is 
paying perfectly good money. 

The Occidental writer visiting the 
Orient is in the same delightful position. 
Ordinarily his job is to be interesting. 
If the Oriental does not scale up to the 
mark indicated by appearances, that is 
not the writer’s affair. He naturally 
makes the most of what he sees, and 
then sells it to a public which is only 
indifferently interested in cold fact. 
Therefore, straining his faculties in the 
search for cold facts in the Orient will 
serve no profitable purpose when, lying 
all around and easily available, is such 
a richness of interesting fiction. Laf- 
cadio Hearn, Sir Edwin Arnold, Fred 
O’Brien, and others, fascinating writers 
upo: the Orient, in their writings may 
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have disregarded what seemed to be 
facts but they certainly were skilful in 
the art of glorifying. And in any event 
—and of this I am positive—they did 
not have in mind when writing, the seri- 
ous business purposes with which read- 
ers might be concerned. 








Should See Facts From Business Point 
of View 


My purpose in treating so fully the 
various classes of Occidental viewpoint 
upon the Orient is to suggest that the 
business man who would enter that 
field for business purposes should seri- 
ously strive for the facts of the ease 
as seen from the business point of view. 
It is unfortunate that in the past, busi- 
ness men, in their Oriental research, 
have yielded an altogether too friendly 
ear to conclusions and observations 
based upon the tourist point of view 
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and upon that of the writer, neither 
of whom need recognize any serious ob- 
ligation to be consistent, but only in- 
teresting. 

Are we then to consider the Far East 
as impossible from a business point of 
view, and more particularly for our 
business purposes? Decidedly not. Great 
American fortunes have been built upon 
Far Eastern values and present Ameri- 
can business relations with the Orient 
are most satisfactory. And in all prob- 
ability, this is only a forerunner of what 
the future holds. The great commer- 
cial battle of the years to come will be 
fought in the Qrient. Japan is the 
only Oriental country in which the sur- 
face of business possibilities has been 
more than lightly scratched. China, 
with its 400,000,000 humans, each po- 
tentially a good worker, with its im- 
mense area, with natural resources al- 
most incredibly great—China, when 
considered in terms of the possibility of 
future business development, may be 
considered as virgin territory, and this 
in spite of the fact of its great age and 
of a development during comparatively 
recent years which has resulted in the 
establishment in China of a number of 
the great industrial and commercial cen- 
ters of the world. 

India, too, although much more high- 
ly developed than China in some re- 


spects, still offers unlimited possibilities 
of business to Occidental enterprise. 

Farther south, Java, Sumatra, Bor- 
neo, the Celebes, and the Philippine 
Islands, are rich fields for the future. 
The Philippine Archipeligo alone, now 
supporting a population of approximate- 
ly 11,000,000 could, with even a fair 
development of natural resources, easily 
support a population of forty or fifty 
million. And other island groups are 
equally rich in possibilities and even less 
fully developed. 


Orient Constantly Developing 


We shall be able to get the true pic- 
ture of Oriental business possibilities 
only when we realize that the movement 
is onward. There is only one Chinese 
Wall in the Orient, and even that has 
lost its obstructive significance and now 
serves principally as an attraction for 
tourists who visit it usually in modern 
American automobiles. The East is not 
standing still but moving toward higher 
standards of development at as rapid 
a rate as is consistent with any reason- 
able theory of growth and progress. The 
millions of acres of agricultural land 
are becoming more productive yearly. 
Fisheries are being developed and mines 
opened and factories built, and methods 
of distribution improved, and best of all, 
an active spread of information con- 
cerning western tastes and standards 
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and methods is taking place. Areas of 
Occidental influence are being created 
everywhere and as time goes on and the 
limits of these areas approach each 
other, the problems of life and business 
in the Orient will become simpler and 
easier. 

The hundreds of millions of Orientals 
who now mean so little to the world 
and to each other, all are potential con- 
sumers of American products. I can 
recall easily the time when, in Manila, 
the Filipino wearing white man’s shoes 
was considered an object of suspicion. 
And I have a very distinct recollection 
of the time—it seems only a few years 
later—when some of the Filipino school 
boys wore gold tipped shoe laces cost- 
ing a dollar a pair and more. In China, 
only a few years ago, watches and 
clocks were evidences of wealth and re- 
finement. Now we are told that yearly 
thousands of American wrist watches 
ar: sold to Chinese of the coolie class. 

‘Ince, when stationed with the head 
hunters in the north country of the 


Philippines, I rolled up in a comfort- 
able blanket and spent the night out 
under the stars at an elevation of five 
thousand-odd feet. It was cold, and in 
the morning I noticed that the savages, 
lying all around me wrapped in the 
thinnest of cotton blankets, were shiver- 
ing and shaking at a terrific rate. I 
commented upon the fact to the headman 
of the village, who had a working 
acquaintance with a tongue in which I 
could get along. Said he, “But sir, 
does not one always shake in one’s 
sleep?” I am glad to add that before I 
left that section, the introduction among 
the head hunters generally of warm 
woolen blankets had operated to deprive 
shaking in sleep of most of its tradition- 
al standing in the economy of life. 


Increased Demand for Western 
Products 


And so it is throughout the Orient 
generally. The products of western 
civilization are increasingly demanding 
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a place. It may be that the housewife 
on the banks of the Ganges or up in 
the Cagyan valley in the Philippines or 
on some bamboo sheltered stream in 
Sarawak, instead of using a modern 
American electric washer still whales 
the household linen against a partly sub- 
merged rock at the water’s edge with 
one hand, and shoos away too enterpris- 
ing crocodiles with the other. But even 
she has learned in recent years that 
there is in the world such a thing as 
soap, and in her home, simple and im- 
poverished thought it may be, we prob- 
ably could find a dozen articles sug- 
gesting the movement into even the out- 
of-the-way corners of the Orient of the 
products of western civilization. 

So let us not underestimate the busi- 
ness possibilities of the Orient or the 
rate at which they are being developed. 
But also let us not delude ourselves 
with any comfortable theory as to the 
ease with which results can be accom- 
plished in that part of the world. We 
Americans, in our general make-up, are 
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well suited to the purposes of commer- 
cial conquest in the East. We have the 
imagination, the resourcefulness, the 
tenacity, the adaptability, the skill in 
production and in distribution, peculiar- 
ly suited to that task; and above all, 
we have a sense of humor which merci- 
fully serves to deaden the shocks which 
the white man must expect to encounter 
if he is to take the Oriental at all 
seriously. 

And it is a great mistake for us to 
talk as we so frequently do about our 
“national limitations” in foreign trade 
and particularly in Oriental trade. 
Over-confidence is dangerous, but the 
unmistakable facts of the case run di- 
rectly contrary to most of our theories 
concerning defects in our commercial 
representatives and methods when com- 
pared with those of other countries. 

We have been told in our foreign 
trade conventions and meetings time and 
again that the great difficulty with our 
foreign trade is that we do not send 
abroad sufficiently skilled sales represen- 
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tatives. It happens that I have had 
opportunity to observe sales methods in 
most of the greater foreign markets in 
which American goods have been estab- 
lished. And I am convinced that the 
American salesman is able to run cir- 
cles around the best of his foreign com- 
petitors. It may be that he is not fully 
appreciated at home and not properly 
backed in his efforts, but he is the real 
salesman of them all. We have been 
told, too that our American banking fa- 
cilities in foreign trade fall far short of 
those provided by the banks of other 
countries. And still, we find great 
foreign bankers of England, of France, 
of Germany, of Italy, frequently warn- 
ing their people of the danger repre- 
sented to their interests by the clever 
and audacious banking methods of the 
United States. 


Doing Business With the Oriental 


But to get back to our starting point, 
things in the Far East are not as they 


seem. Appearances are deceptive and 
surface indications of doubtful value. 
What practical use can we make of this 
in our business? What is to be its place 
in our plans for Oriental trade exten- 
sion? If we cannot understand the 
Oriental, if we cannot solve the problem 
he represents, how then shall we do 
business with him? What is to be our 
guide? What assurance of safety shall 
we enjoy? 

It seems to me that the answer is to 
be found in this suggestion—play safe, 
leave mysteries alone, and stick to facts. 
In our American words, get down to the 
brass tacks of the situation. Take the 
Oriental as he is, not as we would have 
him. If, in our business dealings with 
him, we encounter difficulties which re- 
fuse to yield, go around them instead of 
driving into them uselessly. If we can- 
not meet him upon his own ground, let 
us try to make him meet us upon ours. 
Or perhaps there may be some mutually 
agreeable middle ground which will 
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serve all necessary purposes of a meet- 
ing place and a working basis. Being 
Americans and constructed as we are, 
we naturally will take a sporting chance 
once in a while, but essentially we must 
play safe. 

We must always remember that in 
business, it is the net which counts, and 
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this whether in Calcutta or St. Louis. 
If this net represents profit, and upon 
a fairly liberal basis, it is good busi- 
ness. If it represents loss, and upon 
any imaginable basis, it is bad business. 
And bad business, as a continuing thing, 
occupies the front rank among means 
whereby the joy can be taken out of life. 
And this is particularly true of a bad 
business enterprise in some foreign land. 
It is hard enough to go broke around 
home where people will understand, but 
business disaster in some one else’s coun- 
try where people do not understand and 
have no desire to understand, carries 
with it a quality of terribleness known 
only to him who has taken business 
chances away from home. 


Choosing Between Two Methods 


The American business man in ap- 
proaching the Oriental problem can 
choose between two methods of pro- 
cedure. He can endeavor to secure 4 
sufficient understanding of the Orient 
and the Oriental and of Oriental meth- 
ods and processes of thought to form 
the basis of safe and successful business 
operation. Or, he can bring with him 
into the Orient, sufficient of methods and 
safety devices from his own country and 
business practice to form the basis of 
a safe and continuing business success. 
In other words, he can attempt the 
practical impossibility of solving the 
Oriental and beating him at his own 
game, or he may insure success by bas 
ing his operations upon fundamentals 
which can be applied to business in the 











K 
a 


Louis. 
upon 
busi- 
upon 

siness. 

thing, 
means 

f life. 

a bad 

: land. 

round 

d, but 

-coun- 

id and 

-arries 

known 

isiness 


rds 


in ap- 
n can 
f pro- 
cure & 
Orient 
meth- 
» form 
1siness 
th him 
ds and 
ry and 
asis of 
uccess. 
pt the 
ng the 
is own 
yy bas- 
nentals 
_ in the 




















Occident or the Orient, or I imagine, on 
Mars or Jupiter. 

This point is of such importance in 
my discussion that I am particularly 
anxious to emphasize it. Let me use an 
extreme and somewhat crude illustra- 
tion. The position of the Occidental 
business man, when engaging in Oriental 
enterprise, bears some resemblance to 
that of the peaceful, law abiding mem- 
ber of society who, for one reason or 
another, finds it necessary or desirable 
to enter a place in which serious danger 
is to be encountered. He has a choice 
between two methods. He can go in 
and base his success in coming out en- 
tirely upon his cleverness and powers of 
persuasion; or, he may carry a six-gun 
or a large, healthy club. Both methods 
have been tried, with results which, I 
am convinced, are decidedly in favor 
of the latter. 

i have no intention of reflecting upon 
the Oriental or referring to him as a 
bad or dangerous person. As a matter 
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of fact, he is neither, but essentially 
an observer of law and of the conven- 
tions. Even the head hunter, apart 
from his little affairs with members of 
neighboring but not neighborly tribes, is 
a very decent sort. Rarely have I felt 
as safe in highly civilized New York as 
when traveling in the mountains among 
these tribes. I suppose the real point is 
that they had no particular use for my 
head in detached form, while in New 
York, I have never been altogether clear 
on this point. 

But the Oriental is difficult to under- 
stand and at times trying. Human na- 
ture is not “the same the world over” — 
at least, not in its outward manifesta- 
tions. The Oriental, in his essential 
processes, begins at a point well re- 
moved from the point at which we begin. 
He proceeds through channels frequent- 
ly entirely unfamiliar to us and the 
conclusions he reaches are often in- 
comprehensible, according to our stand- 
ards. If, in particular cases, we suc- 
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ceed in understanding him, that is just 
so much to be credited to our account 
as “velvet.” But in all other cases, and 
they will be in the overwhelming ma- 
jority, we must depend for our success 
upon something, some method, some sys- 
tem, some expedient more soundly 
based, more carefully attuned to the 
needs and principles of successful busi- 
ness than anything we may hope to find 
in the inscrutable East. 


Credit Practice in Far Eastern Trade 


This idea is not new in business deal- 
ings with the Orient, but old, very old. 
For years it has found definite expres- 
sion in the added precautions employed 
by Occidental countries in their Far 
Eastern trade. These precautions nat- 
urally are most noticeable in credit prac- 
tice. For practical purposes, we may 
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say that the open account is unknown. 
In the main, and this covers Japan, 
China, India, the Dutch East Indies, 
the Philippines— indeed practically the 
entire Orient—the risk assumed by the 
foreign shipper is confined to delivery 
of the goods in the Oriental port, to be 
released upon payment—in trade terms 
the D. P. method. 

In certain cases, the goods are re- 
leased upon acceptance of the draft by 
the consignee—D. A. terms—but the 
employment of these terms suggests a 
departure and a somewhat unusual con- 
cession to the particular Oriental con- 
cern. It means that this concern is so 
powerful and so well established and so 
thoroughly versed in Occidental business 
methods and standards as to represent 
safety and understandableness in a gen- 
eral business atmosphere neither safe 
nor understandable. And if at any time 
bankers should notice any unusual 
increase in the volume of these D. A. 
Far Eastern bills presented for dis- 
count, they may consistently assume 
that new people are going in to export 
or that some of the old timers are de- 
veloping poor memories. 

And these extra precautions consti- 
tute no necessary reflection upon the 
honesty of the Oriental business man— 
he is honest or otherwise like other 
people, but rather an institutionalized 
recognition of the fact that in the Far 
East, things are not as they seem. And 
the Oriental business man does not 
mind. He is not overly credulous him- 
self and respects safe business methods 
in those with whom he deals. He is not 
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nearly so sensitive as the. tourist and 
writer would make him out to be. 

He objects to roughneck tactics but 
not to plain talk. He knows that we 
Americans are a plain speaking lot and 


expects nothing else from us. He likes 
our goods, and likes our business meth- 
ods. He may even like us ourselves, but 
you never can tell—because in the Far 
East, things are not as they seem. 


Review of 
Great Britain 


T the annual dinner of the British Bank- 
ers’ Association, held in London in 
May, Sir Felix Schuster, Bart., president of 
the association, in the course of an address 
which he delivered, said: 


In these days economic questions all over 
the world seem so largely to overshadow 
ill others that the opinions and acts of the 
Government of Great Britain must absorb 
the attention of bankers more than ever. 
It is their duty to study these problems and 
‘vo form their own views upon them quite 
irrespective of any party labels bankers as 


Countries 


individuals may choose to wear, and it ap- 
pears to me that bankers have a special duty 
imposed upon them, for the grave difficulties 
that are waiting for solution at the hands 
of the Government are intimately connected 
with their daily tasks. Bankers are in close 
touch with the trade of the country, and in 
consequence have opportunities of judging 
for themselves the circumstances by which 
they are surrounded. It cannot be denied 
that at the present time some of Great 
Britain’s greatest staple industries are not 
in the condition in which bankers would 
like to see them. Unemployment still pre- 
vails, and production is hampered by many 
causes. The purchasing power of the world 
remains impaired, and the grave questions 
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of reparations and international debts are 
unsolved; until they are solved, progress 
seems difficult to attain. These are questions 
which it is for the Government to determine, 
but every banker ought to study them to 
the best of his ability, and it is up to bank- 
ers and to everyone engaged in trade and 
desirous of promoting the prosperity of the 
country to endeavor to support and assist 
the Government to the utmost of their pow- 
er, to conduct their businesses in such a 
way as to conduce to that prosperity, and 
to endeavor to further that co-operation and 
understanding and good will between all 
classes, which the Prime Minister is doing 
his utmost to promote. 

There is no royal road to prosperity. 
Perseverance and hard work on the part of 
everyone, employer and employed, and 
mutual good-will will help us through our 
difficulties. 

The Chancellor has presented a budget, 
which has provided ample scope for serious 
reflection. Important events strangely 
enough very often seem at the first moment 
not to receive that attention or that recog- 
nition which later history accords to them. 
This was seen often enough during the war, 
when decisive battles were not immediately 
recognized as such, and so the return to the 
gold standard has hardly been appreciated 
by the public at its true value. It is an 
event of most momentous importance, which 
will affect the welfare of every one. It re- 
quired a man of vision and of courage, such 
as the Chancellor is known to be, to take 
the responsibility, and to say that the mo- 
ment had arrived, when once more the poli- 
cy which had so largely contributed to the 
country’s prosperity for a century could be 
resumed, and when the currency could again 
be based, not on paper and promises, or 
management, but on something real and of 
valve recognized throughout the world. 

For generations the pound sterling has, 
all over the globe, wherever trade is carried 
on, stood first as a medium of exchange be- 
yond all suspicion. The British Empire 
nas kept faith with the world, and those 


who trusted the pound sterling during and 
after the war have not been deceived. The 
international value of the pound sterling 
has been restored, and all international 
transactions will be made easier in conse- 
quence, and particularly the trade of our 
own people. There may be temporary draw- 
backs, which will not count in the long run; 
the benefit of stability and security will out- 
weigh them all, and the example set has al- 
ready had its effect on other nations, and 
a great obstacle to the trade of the world 
has been removed. This is not merely a 
bankers’ question, as is sometimes alleged; 
in fact, were bankers to take a short-sighted 
and merely selfish view, it would be quite 
possible to believe that their immediate 
profits might be larger, and their deposits 
increased in times of currency inflation, 
but it is owing to a profound conviction that 
the step will promote the trade, the com- 
merce and the industry of the country that 
bankers are giving it their unhesitating sup- 
port. 

It cannot be too often reasserted that 
there can be no bankers’ interests separate 
from that of the trade of the country. If 
trade and commerce do not prosper, bank- 
ers must inevitably suffer. Nor are high 
rates for money welcome to them; the bank- 
ing business is more easily and smoothly 
carried on when money is not dear. 

One strange assertion has been made, that 
by this action England has become a satel- 
lite of the great nation across the Atlantic. 
How such an assertion could be sustained 
I fail to see. Until the gold standard was 
restored, this might have been the case. 
Now England has regained her freedom, and 
takes her rank alongside her neighbors. Nor 
need there be any question of rivalry or 
jealousy between nations. It is through co- 
operation, such as that provided for in the 
arrangements that have been made, by co- 
operation among all nations for the com- 
mon good and facility of intercourse, that 
the difficulties facing the world have to be 
overcome. I am old enough to remember the 
time when America adopted the gold stand- 
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ard. That step was welcomed and supported 
in England; it contributed largely to the 
constant increase of intercourse between the 
two nations. Similarly, when later Italy 
adopted the gold standard, all encourage- 
ment was given from England, and the re- 
sult was mutually satisfactory. In recent 
years England has established the currencies 
of some of the Central Powers on a more 
stable basis greatly to their benefit. It was 
time that such a basis should be secured at 
home, and I trust that in accordance with 
the recommendations of the committee on 
the currency and Bank of England note 
issues the transfer of the currency issue to 
the Bank of England may take place within, 
or before, the period—two years—mentioned 
in that report. 

So far the effect as regards gold with- 
drawals seems to me far less marked than 
might have been anticipated, and there cer- 
tainly seems no cause for alarm in what has 
taken place—rather the reverse. In course 

of time the current may flow in the opposite 
direction. Notwithstanding present appear- 
ances and certain fears that have been ex- 
pressed and possible temporary setbacks, I 
rewain convinced that ultimately this mea- 
Sure will not raise, but lower, the value of 
money in the market; that it will lessen the 
cost of living and the cost of production ; 
that in course of time England will again 


become the principal lender to foreign coun- 
tries greatly to the advantage of her in- 
dustries. 

Perhaps I may be called an optimist for 
expressing these views. ‘The trade returns 
certainly do not appear encouraging for the 
moment, but I adhere to my opinion, and 
if I am called an optimist, so much the 
better. In the time of a boom, excessive 
optimism is a danger, but a greater danger 
is, in serious and difficult times, excessive 
pessimism. Pessimism has never yet cured 
an evil. Recognize the evil, and set about 
removing it. There is plenty of backbone 
left in the old country still. 

But no one measure alone, however im- 
portant, can produce the results we all de- 
sire. We must look facts in the face and 
clearly examine the causes which underlie 
present difficulties and hamper productive 
power. The greatest effort on the part of 
producers of all classes is needed to over- 
come the powerful competition, which has 
to be met owing to changed circumstances 
all over the world. 


The State of British Trade 


Regarding the present state of British 
trade, the monthly supplement for May of 
the London Economist says: 
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Though present trade conditions do not 
call for quite so much pessimism as some 
people have made out, they are certainly 
not calculated to arouse much enthusiasm. 
Seasonal changes at this time of the year 
affect some industries favorably and others 
unfavorably, but the situation as a whole 
has shown very little change during the 
past month. While there is no evidence that 
ground is being lost, industry shows little 
ability to make definite headway. 

The coal, iron, and steel group continues 
to be the most depressed section of British 
industry. Apart from movements which 
from time to time cause a slight increase in 
business in isolated sections, the coal indus- 
try has still to find a solution of its most 
formidable difficulties, some of which are not 
peculiar to this country. In the iron and 
steel trades the most significant feature of 
the month has been the abandonment of at- 
tempts by representative producing bodies 
to “stabilize” prices in the domestic steel 
and the tinplate markets. The result has 
been a fall in prices, and it is not without 
the bounds of possibility that British steel 
quotations may shortly reach a level com- 
petitive with those of foreign producers. 
Of the textile trades, cotton is irregular, 
but is, on the whole, making a littie headway, 
and if the present hopes of another plentiful 
American crop are realized, conditions may 
be favorable to an eventual recovery of 
prosperity. The woolen industry has been 
disorganized by an abrupt fall in its raw 
material from the unhealthy speculative 
heights previously reached—an unpleasant 
but salutary process. A slight check to the 
decline has, however, been the signal for 
a partial return of confidence. The engi- 
neering trade shows very little change, on 
the whole, some sections being slightly more 
and others slightly less active. The building 
trade is experiencing its usual seasonal ex- 
pansion. The outlook for British shipping 
is possibly a little brighter, though definite 
improvement is difficult to discover. 

Railway receipts last month were affected 
by the Easter holidays, and showed an in- 
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crease over those of the previous month 
while remaining appreciably below last 
year’s figures. Security values showed a 
very slight decline before the publication of 
the budget, but subsequent dullness in the 
gilt-edged market has not been compensated 
by any market upward movement in indus- 
trials. The London clearing banks’ figures 
for April show a further increase in ad- 
vances, which are £57,000,000 higher than 
in the corresponding month last year. 
Stringency in the money market has been 
evidenced by an upward swing in rates. 


Germany 


ype May report of the Direction der 


Disconto-Gesellschaft, Berlin, on eco- 
nomic conditions in Germany, says in part: 


The official reports of the Prussian cham- 
bers of commerce on the state of industry 
again lay stress on the necessity of reduc- 
ing taxes in order to enable Germany to 
compete in the world markets. It has been 
said often enough that the taxation policy 
must take more into consideration the im- 
poverishment of individual capital and the 
need of cheapening production; the question 
has also been often raised whether the 
amount of money needed by the state, prov- 
inces and municipalities might not be con- 
siderably lowered and a reduction of the 
taxes be thus made possible. 

It is hard to believe that the present 
heavy taxation would be necessary to meet 
current public expenses, if the state, prov- 
inces and municipalities practised economy 
as every business house must. How greatly 
the total burden of taxation has risen may 
be seen from the banks. In the balance 
sheet of the seven big Berlin banks, taxes 
were RM 12,258,000 for 1923, and RM 3l,- 
455,000 for 1924. 

After stabilization the first duty of the 
financial policy was to ensure a sufficiently 
high income to the Reich, and the strictest 
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administration was therefore essential. For- 
tunately, however, Germany has long passed 
the stage where financial policy has to be 
determined only by questions of the cur- 
rency. As far as the technical side is con- 
cerned, the stability of the currency is 
assured. Any infringement of the strict 
provisions -with regard to backing in the 
new bank law is impossible. But in addi- 
tion to the technical basis there must, of 
course, be economic and industrial founda- 
tions. One of these necessary conditions 
is certainly the balancing of the budget. It 
is, however, a question whether the budget 
would not be balanced, if the state, which 
today has substantial reserves at its dis- 
posal, so reduced taxation that the amounts 
to be paid in taxes were considerably less- 
ened. This result is not to be expected to 
any great extent from the reductions pro- 
posed in the drafts of the new taxation laws. 

It is, in any case, a fact that by the end 
of the financial year 1923-24, the state was 
no longer being run at a loss; there would 
indeed have been a surplus of RM 240,000,- 
000, if a heavy expense had not been in- 
curred in retiring the gold loan. The devel- 
opment in the course of the first eleven 
months of the financial year 1924-25, which 
has just ended, is shown in the following 
figures. It must be observed that for the 
month of February the revenue from the 
pledged duties is not included: 


(In millions of marks) 
Financial 
year 1924-25 
First quarter 
Second quarter 
Third quarter .... 
January 
February 


Revenue Expenditure 


The surplus gained in eleven months thus 
amounts to RM 655,000,000. Strictly speak- 
ing, there should be added to this figure 
another RM 231,000,000 spent since April 
l, 1924, in retiring the gold loan. Finally 
there was an additional revenue of RM 325,- 
900,000 derived from minting the Renten 
coins and silver coins. Even though the ac- 
cumulation of a reserve fund of several 
hundred million rentenmarks is regarded as 
Justifiable, indeed very much to be desired, 
one cannot help asking when one looks at 
these figures, whether such great surpluses, 
which would only be obtained by overtaxing 
industry, were indispensable. 


Some Phases of Germany's Foreign 
Trade Situation 


Rudolf Clemen, economist of the Illinois 
Merchants Trust Company of Chicago, in 
an a rticle entitled “Germany’s New Finan- 
cial System,” appearing in the June number 
of the Illinois Merchants Review, makes the 
following observations on the German for- 
eign trade situation: 
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The German foreign trade in 1924 totalled 
9,316,800,000 marks of imports, and 6,566,- 
900,000 marks of exports. Of the imports 
18.83 per cent. went from the United States, 
which was first, Great Britain being second 
and Alsace-Lorraine third. Of the exports 
611,500,000 were sent to Great Britain and 
509,400,000 to the United States. 

While this indicates a large volume of 
trade, there is one feature that must be 
noted because it is vital. The export trade 
is not developing in such a way as to result 
in an excess balance of exports over imports 
which will enable the large sums accumulated 
in Germany for reparations to be actually 
transferred to the Allied countries. One 
writer says, “Eighteen months have passed 
since the mark was stabilized and export 
business shows no signs of getting under 
way with the necessary intensity.” The 
volume of orders in various industries has 
been coming mostly from domestic sources. 
A stimulation of exports in general has not 
been attained. The Association of German 
Machinery Building Plants reports that 
prices are weak due to the effort of manu- 
facturers to keep their plants in operation 
even at the cost of severe sacrifices. Par- 
ticularly in the export trade, there appears 
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no prospect of a price advance, and foreign 
contracts are often lost through the strin- 
gent terms which the German merchant must 
demand. 

This situation has two interesting phases 
for American business men. On the one 
hand, it indicates that perhaps American 
business has had too much fear of the com- 
petitive position of German industry up to 
the present, and that the nature of German 
rivalry in foreign markets may be over- 
estimated. On the other hand, it shows that 
the matter of transferring reparations from 
Germany is as much a problem as ever. The 
reparation money paid by Germany is in 
Berlin, to the credit of the agent general, 
but cash cannot be transferred with an ex- 
cess of imports. It may be that as a solu- 
tion, a large part of this sum of money will 
be made available to German industry at 
low rates. This in turn might enable Ger- 
mans to compete on equal terms in world 
markets and eventually increase exports to 
such an extent that the German Government 
could pay the reparation debt abroad in the 
way intended by the Dawes Plan. In any 
case, the situation will require very careful 
and skilful handling. 


France 


HAT French revenues are trending up- 

ward despite a tendency of business to 
slow down is shown in a recent article from 
its Paris office which appeared in the New 
York Wall Street Journal. The article says 
that: 


Despite tendency of business to slow down, 
French revenue returns for April indicate 
a yield from normal and permanent sources 
that exceeds all previous monthly records 
except that for October. This is the more 
satisfactory in that the collections in Feb- 
ruary and March were about level with 
those for the same months of 1924 and that 
despite the 20 per cent. increase in the bulk 
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of the taxes. The figures, in millions of 
francs, for total revenue and revenue from 
permanent and normal sources alone during 
the last seven months are as follows: 


Normal and 
permanent 


2,842 
1,980 
February 1,870 
January 
December 
November 
October 





For the first four months of the year and 
of 1924 the comparison, in millions of francs, 
is as follows: 


Normal and 

permanent 
9,368 
8,058 


1,310 


Total 


weee9, 712 


Seen is 
---8,787 


MRGOING sinicccccnccsinmrmnncce: CRE 


Direct income taxes, including the levy 
on coupons, account for 795,000,000 francs 
in the total increase in normal revenues. 

The foreign trade figures for April are 
not so favorable as the revenue returns. 
There is still an excess of exports over im- 
ports, of 500,000,000 francs, making a total 
for the first four months of the year of 
1,600,000,000, or 100,000,000 more than the 
excess for the same period of 1924, but this 
is mainly due to a reduction in imports. 
Values of both imports and exports are be- 
low what they were in April a year ago and 
imports are lower than for any month in this 
or last year, both in value and weight. The 
figures, in millions of francs, and hundreds 
of metric tons for the past six months are 
as follows: 

Imports—— 
Francs Tons 
IE co csccstciess 3,051 3,658 
OS eae 3,307 
February 
January .......... 


December 
November 


Exports—— 
Francs Tons 


3,556 
3,762 
3,595 
3,563 
4,042 
3,433 


Comparison between the past four months 
and the first four months of 1924 shows 4 
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reduction in imports of 614,000,000 francs 
and 2,951,000 tons and 512,000,000 francs in 
exports, which, however, have increased in 
weight by over 1,000,000 tons. Trade in the 
first four months of 1924 was stimulated by 
the slump in the exchanges, but the striking 
feature of the present trade movement, 
which has been emphasized by each succes- 
sive month, is the contraction of inward ship- 
ments of raw materials. Figures for the 
past six months will show this, again in 
tnillions of francs and hundreds of tons: 


Francs 


Detailed statistics for imports for the first 
quarter of this year and last bear out the 
above particularly as regards textiles. A 
table given by the Banque Francaise et 
Italienne pour l’Amerique du Sud shows, 
in tons: 


Three months 


Exports 1925 1924 
Cotton yarn 2,600 3,418 
WORSE FOF sciences Eee §eee 
Cotton tissues ..... 14,277 17,666 
Woolen tissues ... ---- 7,928 9,840 
GE CEN iitnicninnniniiominiinnie: Ga ae 





Three months 


April 


2,000 





March 


Imports 


2,234 Cotton 





February 


1925 
109,777 





2,267 Wool 








59,427 


1924 
84,701 


75,773 


January 
December 
November 





It is noteworthy also that exports of 
manufactured goods in April were below 
those for each of the six preceding months 
in value and both the two preceding months 
in weight. Here are the figures: 


Francs 


ril 2,139 
reh 2,231 
ruary .. 2,317 
luary 
ember 
ember 











--2,187 
----2,215 
1,985 











DEE bition: ae ae 
Flax 13,076 13,852 
Hemp 6,834 9,631 








Similarly imports of copper have fallen 
from 38,285 tons to 34,361, of lead from 22,- 
890 to 16,891, and of zinc from 16,682 to 12,- 
419. There are also heavy reductions in 
the imports of cereals. 


Caillaux Budget Receives Full Approval 


After Finance Minister Caillaux had 
placed his plans before the Finance Com- 
mission of the French Chamber of Deputies, 
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he received a promise of support from all 
parties. A special cable to the New York 
Times, under date of June 10, says: 


Finance Minister Caillaux obtained today 
full approval of his budget plans from the 
Finance Commission of the Chamber of 
Deputies. 

At the end of his long explanation all 
parties agreed to give him support, pushing 
through within the next month his pro- 
posals for increasing the revenue during the 
present year by 1,500,000,000 francs for this 
year’s budget and increasing the next year’s 
revenue by 3,000,000,000 francs. The whole 
scheme for the 1926 budget will be sub- 
mitted by the Finance Minister during the 
summer so as to provide ample time for its 
passage before the end of this year. 

M. Caillaux is seeking not only to balance 
his budget but is also trying to obtain a 
surplus, especially on next year’s workings. 
With that view, he succeeded today in ob- 
taining the consent of the Finance Com- 
mission to practically the whole of the re- 
ductions of expenditures in the 1925 budget 
made by the Senate, which made cuts 
amounting to nearly 2,000,000,000 francs. 


This success in itself is remarkable, for it 
means that the Socialists, especially, will 
have to abandon some of their favorite social 
improvement schemes, which the senators 
somewhat ruthlessly cut out in an effort 
first of all to secure financial stability. Only 
a few of the Senate cuts have been re- 
established, and then only at the demand 
of the ministries concerned and with M. 
Caillaux’s own approval. 

The Finance Minister’s strongest argu- 
ment today was that nothing could be done 
to save the france unless the budget was 
placed in such an absolutely sound position 
as to re-establish the fullest confidence 
abroad. He did not want it merely balanced. 
He demanded that there should be a work- 
ing margin for all calls on the Treasury. 

Every item of expenditure, he insisted, 
must be fully covered by taxation, and there 
must be something over for emergencies. 
Repeatedly he instanced England as an ex- 
ample of sound budgeting which France 
must follow if she was to be saved from 
disaster. 

His plans dealing with the floating debt 
problem he revealed to the commission only 
under the pledge of secrecy, but it is under- 
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stood that the outlines he gave closely cor- 
responded to those given in recent dis- 
patches. In the same way his plans for ul- 
timate stabilization of the franc at a quar- 
ter of its nominal value were indicated under 
a secrecy pledge. 

Both of these operations, he insisted, de- 
pended for their success on the measure of 
confidence which could be inspired in the 
money markets of New York and London, 
and that confidence could be obtained only 
by the most unimpeachable honesty and 
soundness in balancing the budget. 


Caillauz Planning a Loan From America 


Regarding the plans of Finance Minister 
Caillaux to float a loan in the United States, 
a recent Associated Press cable says: 


rhe necessity of settling the problem of 
interallied debts was a point on which M. 
Caillaux, Minister of Finance, insisted when 
he appeared before the Finance Committee 
of the Chamber of Deputies on June 10. 

Specific engagements with the interested 
powers ought to be entered into, he de- 
clared, and among the eventual measures 
which he was considering, when once 
France’s financial situation had been brought 
back to a healthy condition, was the issue 


of a foreign loan, particularly in the United 
States. 

With regard to Treasury payments ma- 
turing this year, M. Caillaux repeated that 
arrangements have been made to meet them 
without involving an increase in paper cir- 
culation. He was cenvinced that public 
opinion, conscious of the effort demanded 
to assure equilibrium of the budget by taxa- 
tion alone, would show its confidence in the 
state’s credit. 

The gist of M. Caillaux’s two-hour ex- 
planation of his finance policy before the 
committee was: “All state expenditures 
shown in the budget must be covered by re- 
ceipts from taxation, without recourse to 
loans.” 

“Nations, like individuals,’ he added, 
“must live within their means or otherwise 
they, like private citizens, must go bank- 
rupt.” 

His goal in 1926 was not only a balanced 
budget, but a budget in which receipts ex- 
ceeded expenditures. This he expects to 
have outlined in the next few weeks. 

“Then,” he continued, “we can undertake 
the enormous task of amortization of our 
foreign debt, which will be made easier 
when the two great Anglo-Saxon creditor 
countries realize that France has put her 
financial house in order.” 
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Replying to reports that the Treasury 
would be obliged to resort to another in- 
crease in circulation from the limit of 45,- 
000,000,000 francs to 50,000,000,000, M. 
Caillaux said: 

“I am earnestly studying every possible 
means to avoid such further inflation.” 

If further advances to the state were nec- 
essary, he went on, they would be accom- 
panied by a new system of guarantees. 


Italy 


| yee y- ENT was made on June 2 
that J. P. Morgan & Co., had arranged 
a $50,000,000 revolving credit for one year 


to three Italian banks of issue. These banks 
are the Bank of Italy, the Bank of Naples 
and the Bank of Sicily. The credit has 
the guaranty of the Italian Government and 
will be used if needed to stabilize exchange. 
A statement of Thomas W. Lamont of J. P. 
Morgan & Co. regarding the credit, follows: 


J. P. Morgan & Co. have arranged a re- 
volving credit of $50,000,000 for one year 
to a group headed by the Bank of Italy and 
consisting of the three Italian banks of 
issue, the Bank of Italy, the Bank of Naples 
and the Bank of Sicily. The credit, which 
has the guaranty of the Italian Government, 
is to be utilized if oceasion arises for ex- 
change stabilization purposes. Messrs. Mor- 
gan have associated various banks and bank- 
ing institutions with them in this credit. 


The following comment regarding the loan 
is made by the New York Journal of Com- 
merce: 


In banking circles the opinion prevailed 
that this move foreshadowed the devaluation 
of the lira and the early return of Italy to 
a gold basis. 

The lira which on June 2 had dropped 
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to .396 marking a new low for 1925, jumped 
over ten points on the announcement of the 
granting of financial aid to the Italian banks 
and closed 1014, points above the day’s low 
level. 

The Bank of Italy raised its discount rate 
from 6 to 61% per cent. on June 1. 

The credit, which according to some 
bankers may be followed by others and later 
taken up by a long term loan, is expected 
to prove a great stimulus to trade between 
this country and Italy. It will serve to 
check any violent fluctuations in the lira, 
which, according to trade authorities, should 
stimulate commerce between the two 
nations. 

This is the third large credit granted by 
J. P. Morgan & Co. to a foreign nation for 
the stabilization of its exchange in the last 
fourteen months. The first was the $100,- 
000,000 credit to aid in the stabilization of 
the franc, and which was taken up by a 
long term loan in November of last year. 

Then the largest and probably the most 
important of the foreign government credits 
was established in April, when J. P. Mor- 
gan & Co., heading a banking syndicate, and 
the Federal Reserve Bank arranged credits 
amounting to $300,000,000 with the British 
Government and the Bank of England. 

The Italian Government budget for the 
fiscal year of 1925 and 1926 will, according 
to the Government, show a surplus of re- 
ceipts of approximately 180,000,000 lire. The 
internal public debt, which totaled 95,500,- 
000,000 on June 30, 1923, by December 31, 
1924, had been reduced to 92,000,000,000 lire. 

An index to the financial recovery of 
Italy since the close of the war, it is said, 
is offered by a comparison of the total de- 
posits of the Postal Savings Bank and the 
ordinary savings banks of Italy, which 
totaled 17,900,000,000 lire on December 31, 
1922, and 21,600,000,000 lire on December 
31, 1924. 

The banking situation is described as es- 
sentially sound. On April 30, 1925, the gold 
reserves at home and abroad of the three 
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great Italian banks of issue—the Bank of 
Italy, the Bank of Naples and the Bank of 
Sicily—aggregated the approximate equiva- 
lent of $355,000,000. 


Stefani Promises Balanced Budget 


A cable from Italian Finance Minister de 
Stefani to R. Angelone, commercial attache 
of the Italian Embassy in America. states 
that the budget for the current year will 
balance, and that during the first ten months 
of the year actual revenues exceeded esti- 
mates by 943,000,000 lire. 


Balancing will be accomplished by carry- 
ing out of a policy of reduction in govern- 
mental expenditures. Total expenditure, 
which, during the year 1921-22, amounted to 
24,851,000,000 lire has been reduced to 17,- 
217,000,000 lire for present fiscal year. This 
reduction was general, being distributed in 
every department and ministry; for example, 
the special budget of the state railways, 
which, during 1921-22 shared a deficit of 
1,258,000,000 lire, will close this year with a 
surplus of 98,000,000 lire; the special bud- 
get of the postal, telegraph and telephone 
administration has turned a deficit of 464,- 
000,000 lire, in 1922-23, into a surplus of 
5,000,000 lire this year. 

Internal debt was reduced by 2,155,000,000 
lire from July 1, 1924, to May 31, 1925, and 
floating debt, representing 38.84 per cent. 
of the total in 1922, has been reduced this 
vear to 30.58 per cent. 

Paper circulation which amounted on De- 
cember 31 last to 20,514,000,000 lire was 
reduced at the end of April to 19,745,000,- 
000 lire. Per capita circulation on October 
31, 1922, stood at 544 lire, while on April 
30, 1925, it was 496 lire. 

“The financial and banking situation is 
satisfactory from every viewpoint,” said 
Finance Minister de Stefani. He stated the 
credit of $50,000,000 granted by J. P. Mor- 
gan & Co. to the three Italian banks of 
issue was “at the most favorable terms; as 
a matter of fact no real guarantee was re- 
quired. This clearly confirms the high rating 
of the Italian credit, among foreign bankers 
and investors. 

“The credit will be only utilized if neces- 
sary,” continued the Minister, “to moderate 
the fluctuations in lire exchange. Such 
credit is temporary in character, and shall 
not be construed as a preliminary obliga- 
tion to be substituted, later on, by a loan 
of long term security to be floated in this 
money market.” 


The Netherlands 


‘HE Rotterdamsche Bankvereeniging, 
Rotterdam, immediately before the re- 
Suinption of gold payments by both Holland 
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and England made the following statement 
with regard to the situation at Amsterdam 
as bearing on the possibility of an early 
return to the gold standard: 


During recent weeks the abundance of 
funds has brought about a considerable ten- 
sion between the rates of the open money 
market and those of the Netherlands Bank, 
which signified that an increase of discount 
which might seem necessary to the bank for 
maintaining the level of the guilder, would 
have no effect upon the actual rates of inter- 
est, and thereby also upon the rate of the 
guilder or the dollar. But as the influence 
of the more liberal tendency of the bank is 
making itself gradually felt upon the money 
market, the number of the bills of exchange 
offered for discount will increase, the rates 
of the discount market will probably im- 
prove, the tension between them and the 
official bank rates will diminish, and the in- 
fluence of the bank upon the conditions of 
the money market will become stronger 
again. This is, however, most desirable for 
the stability of the guilder if not for other 
reasons; for failing these conditions the 
bank could only stabilize the rate of cur- 
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rency by gold shipments and sales of foreign 
exchange. 


Holland Building Gold Reserve in U. 8. 


Holland is steadily building up her re- 
serve in the United States by the shipment 
of gold to the New York Federal Reserve 
Bank, according to a statement in the Vew 
York Times of May 6, which says that: 


A total of $10,000,000 has been received 
from the Netherlands Bank, the central bank 
of Holland, in the last ten days, $5,000,000 
having arrived last Saturday and $5,000,000 
the preceding Saturday. 

Among bankers there was little inclination 
to connect the gold shipments with the re- 
cent return of Holland to the gold standard. 
For many months the Netherlands Bank has 
been shipping gold here from time to time 
to build up balances or to purchase securi- 
ties, such as bankers’ bills. The shipments 
just announced, however, were the first to 
arrive for more than a month, and were 
larger than the total receipts from Holland 
in January and February combined. 


Sweden 


HE quarterly review of the Skandi- 

naviska Kreditaktiebolaget of Gothen- 
burg, Stockholm and Malmo, says regarding 
the economic situation of Sweden for the 
first quarter of 1925: 


The situation in the labor market en- 
grossed attention during the whole of the 
past quarter, and the announcement on 
March 27 that a_ settlement had _ been 
reached was hailed with general relief. This 
relief was occasioned not merely by the 
intimation that the big lockout had been 
withdrawn after a fortnight, but also by the 
reassuring conviction that the state of un- 
certainty and unsettlement which had long 


66 


had a damping effect on commercial en- 
terprise had come to an end. 

The company reports for 1924 which have 
hitherto been published, give the impression, 
as last year, of increased returns on the 
whole, and especially as regards a number 
of firms in the machine branch, which have 
been able to resume or raise their dividends. 
This has naturally affected the stock ex- 
change, where the tone has been more 
hopeful. 


Monetary Policy 


Since Sweden’s return to a gold standard 
on April 1, 1924, the Riksbank’s stock of 
gold and foreign currency reserves have 
undergone the following changes: 





Foreign 

Gold currency 

reserves 

Millions of kroner 

March 31, 1924 271.2 99.1 
June 30, 1924 ... 7 77.8 
Sept. 30, 1924 ; ; 93.8 
eS SS ee A 136.3 
Us Bike TRUO  cccctecsnsccscecessscesseressnn 149.9 
Feb 28, 1925 . ie 147.9 
March 31, 1928 ............. susvecstinsé 233.7 136.5 


Ever since the beginning of December, 
1924, the Riksbank has maintained the rate 
of exchange for the dollar unaltered at 
kr. 3.71, that is, 1, per cent. below par. As 
is shown by the above table, the stock of 
gold has thus been preserved from further 
diminution. On the other hand the foreign 
currency reserves have been considerably in- 
creased during the last months. This seems 
to indicate that the $15,000,000, out of the 
last dollar loan to the Swedish State, which 
some time ago were deposited with the 
National City Bank of New York must have 
been placed at the disposal of the Riksbank 
during these months. At the beginning and 
end of the period of one year covered by 
the above table, the Riksbank’s stock of gold 
and foreign currency reserves was, practical- 
ly speaking, unchanged, while the note cir- 
culation had been diminished from 557,200,- 
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000 to 520,800,000 kronor. ‘The Riksbank 
notes are thus covored by gold and foreign 
currency reserves to a greater extent than 
when a gold standard was reintroduced a 
year ago. 

In the banking world there are signs of 
an increase in business. ‘Thus, the clear- 
ings of the Riksbank in 1924, for the first 
time in four years, showed an increase. The 
statistics for bank drafts (postremissvdzlar) 
in circulation and the figures for discounted 
commercial bills point in the same direction. 


Poland 


A’ a recent luncheon given at the 
Bankers’ Club in New York by M. C. 
Brush, president of the American Interna- 
tional Corporation to Jean Casimir Adamski, 
vice-chairman of the financial and economic 
council, National Economic Bank of Poland, 
and Budgetary Commissioner to the Finance 
Minister, Mr. Adamski said regarding the 
rehabilitation of Polish finances: 


On February 2, 1924, a law was published 
prohibiting the printing of money for gov- 
ernment purposes. Then immediately a 
special law introduced a new gold currency 

the Polish zloty which is the same as a 
gold franc in the Latin countries. An or- 
ganizing committee was formed and the 
same committee was entrusted to run the 
Polish Country Loan Bank as long as the 
new bank had not been formed. The sub- 
scription, to our great astonishment, reached 
100,000,000 zloty, from gold found in the 
country, thus the share capital of the new 
bank was covered by the Poles themselves. 
Practically the whole capital was covered by 


the public, and the government has only 5 
per cent. of it. As soon as the public 
realized that the conditions were better the 
whole amount of foreign currency which was 
held by the Polish people came to the sur- 
face and the organizing committee could buy 
on the market 200,000,000 zloty of the for- 
eign currency. When the day of opening 
came on the 10th of May the government 
was able to turn to the bank of issue about 
200,000,000 zloty in foreign exchange. 

At the same time the government deliv- 
ered to the bank about 80,000,000 francs in 
gold in the national treasury which was col- 
lected by gifts from the Poles and also came 
from the former Austrian State Bank. So 
the new bank started with 200,000,000 zloty 
of foreign exchange and about 80,000,000 
aloty in gold. This without any foreign 
help. Since this time the Polish bank keeps 
the exchange at a gold level and already 
for more than a year we have had practically 
a gold level. The improvement at the same 
time of the liquid currency is evident. Dur- 
ing the inflation period in December, 1923, 
the total value of currency was about $20,- 
000,000 for a country which before the war 
had about $250,000,000 currency. Now it is 
$130,000,000, so we have half of the cur- 
rency needed. This year we think the bud- 
get, which is proposed to the amount of 
about 2,000,000,000 gold franes—$400,000,000 
—will be covered by our revenues. For the 
first three months receipts were 102 per cent. 
of the total expenditure. 


Russia 


bbe Chicago Tribune published in the 
latter part of April a confidential 
bankers’ report which presumes to trace the 
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history of the $847,500,000 in gold lost to 
Russia since 1918. 

The report says that at the beginning of 
the war Russia possessed a gold deposit of 
1,695,000,000 rubles ($847,500,000). A war 
agreement with Britain provided for the 
transfer of 600,000,000 rubles ($300,000,000) 
to London in 1914. Some were returned. At 
the time of the Bolshevist coup there was on 
deposit in Moscow  1,164,000,000 rubles 
($582,000,000), of which 700,000,000 rubles 
($350,000,000) was transferred to Kazan. 

Admiral Kolchak in May, 1919, seized 680,- 
000,000 rubles ($340,000,000) of the Kazan 
deposit and sent it to the East. A part was 
deposited in the State Bank at Vladivostok 
and 160,000,000 rubles ($80,000,000) was 
turned over to the Cossack General, Semen- 
off, at Chika. Documents prove that al- 
though Admiral Kolchak attempted to ob- 
tain this, General Semenoff refused to re- 
turn it and sent it to Shanghai, where it was 
deposited with the Russo-Asiatic Bank. The 
purchase of war supplies cost Admiral 
Kolchak in May, 1919, at Vladivostok 11,- 
000,000 rubles ($5,500,000) to England and 
13,000,000 rubles ($6,500,000) to France, and 
in July and August to Japan 27,000,000 
rubles ($13,500,000), and to France 16,500,- 
000 rubles ($8,250,000). 

Of the remainder Japan extended a loan 
of 30,000,000 yen ($15,000,000) ; $40,000,000 
passed through American interests, while 
$4,500,000 was expended on war supplies in 
the United States. , 

When the Bolsheviki attacked Omsk in 
November, 1919, Admiral Kolchak left with 
400,000,000 rubles ($200,000,000), but his 
train was wrecked at Tartarskays and the 
gold was sprinkled on the railway tracks. 
In December the Kolchak Government and 
Chief of Staff split with its convoy, con- 
sisting in half of Czechoslovak troops who 
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requisitioned their railway stock. Kolchak 
was finally allowed two locomotives. 

The Czechoslovak troops under General 
Sirovoy confiscated the gold which was sent 
to Harbin. Kolchak’s supporters charge 
that most of this gold found its way to 
Prague banks. 

The Bolshevist victories brought the treas- 
ury 640,000,000 rubles ($320,000,000). One 
hundred and twenty million rubles ($60,000,- 
000) which the Bolshevists, in conformity 
with the Brest-Litovsk victory, turned over 
to Berlin were re-transferred by the Spa 
agreement to the Bank of Europe. 


Japan 


. a review of economic and financial 
developments in Japan for the year 1924, 
Kenji Kodama, president and chairman of 
the Yokohama Specie Bank, in a recent ad- 
dress before the stockholders at the bank’s 
annual meeting, said: 


In the period under review our economic 
world was still in what has become known 
as the “readjustment stage” and was un- 
able to free itself completely from depres- 
sion. Moreover, an adverse trade balance 
was reflected in foreign exchange, which 
recorded an unprecedented fall, and this 
fall, high prices and the embargo on the 
export of gold were the subjects of nation- 
wide discussion during the half-year. It was 
ultimately decided that the restoration of 
economic power by the co-operation of the 
whole nation was of fundamental importance 
if adverse factors were to be eliminated, 
and the Government set an example by car- 
rying out in earnest plans for readjustment 
and retrenchment in connection with admin- 
istration and finance. Some public work 
was suspended or postponed, while a non- 
borrowing policy and enhanced import duties 
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on luxurious goods were determined upon, 
and by these means the restoration of the 
nation’s confidence was greatly assisted. The 
general public followed the Government’s 
example, and the spirit of thrift and of hard 
work became increasingly noticeable, which 
is a good augury for the recovery of the 
country’s economic position. 

Turning our attention to foreign trade, 
exports and imports for the half-year 
amounted to yen 999,000,000 and yen 981,- 
000,000, respectively, showing only the small 
excess of yen 18,000,000 of exports over im- 
ports for a period when a much more favor- 
able trade balance is usually expected. If 
the trade figures of Chosen and Taiwan be 
added to those of Japan proper, an adverse 
balance of yen 722,000,000 for the whole of 
1924 is shown, or an increase of yen 115,- 
000,000 over the previous highest adverse 
balance of yen 607,000,000, which occurred in 
1923. Let us now examine more particularly 
trade conditions. 

By the beginning of the period, imports 
of emergency goods had almost ended, while 
exports of raw silk and cotton goods, en- 
couraged by the fall of the yen, had become 
active. August witnessed a steady improve- 
ment in trade conditions, and the excess of 
exports over imports gradually increased. 


In September, however, a sudden setback 
occurred, due to the disturbance which 
abruptly broke out in China and which 
greatly interfered with our trade with that 
country, and although our exports of raw 
silk increased in volume the amount realized 
on them did not increase in proportion, 
owing to low prices. On the other hand, 
imports of cotton from America were of 
quite good amount, despite the unfavorable 
exchange position, and as a consequence the 
favorable state of trade terminated in Oc- 
tober, and in November an adverse balance 
was again in evidence and remained so to 
the end. Our trade position was unfavor- 
able as regards twenty-four foreign coun- 
tries and favorable as against sixteen, Great 
Britain occupying the premier position 
among the former, our excess of imports 
from her amounting to yen 110,000,000. Then 
follow Germany, British India, Kwangtung 
Province, Dutch East Indies and Switzer- 
land with yen 62,000,000, yen 42,000,000, 
ven 22,000,000, yen 22,000,000 and yen 11,- 
000,000, respectively. America heads the 
list of the countries with whom we had an 
excess of exports, in her case to the extent 
of yen 218,000,000, while Hongkong, China 
and France follow with yen 41,000,000, yen 
$1,000,000 and yen 26,000,000, respectively. 
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The Philippine Islands Trade is Growing Rapidly 
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International Banking Notes 


At the annual general meeting of the 
Union Bank of Scotland, Limited, held in 
Glasgow on April 29, the Duke of Atholl, 
chairman of the bank, who presided, com- 
mented as follows on the bank’s affairs for 
the year 1924. 

“The year’s results are very much like 
those of its predecessor, and the bank has 
taken the step of further strengthening re- 
serves, which now stand in the balance-sheet 
at £1,300,000. During the last twelve 
months the bank has done a limited amount 
of branch expansion, opening at important 
points or where there is the possibility of 
future development. Three branches and 
four sub-branches have been opened. 

“At the previous annual meeting the 
stockholders had agreed to the scheme for 
splitting the bank’s shares, and it is in- 
teresting to find that this has been success- 
ful beyond expectations. There has been 
during the year an addition of no less than 
171, per cent. in the number of shareholders. 
In view of the important letter sent to the 
press recently, pointing out, in reply to the 
Socialist campaign for the nationalization of 
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banks, the large number of shareholders 
and the comparatively small amount of 
average holdings in the English ‘Big Five,’ 
it is interesting to note that the average 
holding in the Union Bank is 245 shares of 
£5 each £1 paid; that is £245 nominal 
capital with a present market value of ap- 
proximately £1000.” 


© 


The statement of the Mitsubishi Bank, 
Limited, Tokio, for the year ended December 
31, 1924, shows total resources of yen 396,- 
208,022, total deposits yen 303,004,620, loans 
and bills discounted yen 222,787,321, capital 
yen 59,000,000 and reserve fund yen 21,- 
608,779. 

The net profit for the year ended Decem- 
ber 31, 1924, was yen 4,138,179, added to 
which the balance brought forward from 
last account, yen 920,484, made a total of 
ven 5,058,664. This amount has been dis- 
posed of as follows: 

Yen 


500,000 


To legal reserve fund 
.---1,500,000 


To special reserve fund .................. 
To pension reserve fund .................. 200,000 
To bonus 200,000 
To dividend at 10 per cent. per annum....1,500,000 
Balance carried forward to the next 

account Salabaeiadicn STR 
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Manzo Kushida is chairman of the board 
of the Mitsubishi Bank and Kiyoshi Sejimo, 
Takeo Kato and Toru Otobe are managing 
directors. 

The New York office of the Mitsubishi 
Bank is at 120 Broadway. K. Yamaguchi 
is agent. 


© 


The Equitable Eastern Banking Corpora- 
tion of New York has announced the open- 
ing of a new office in Queens Road, Hong- 
kong, under the management of David M. 
Biggar. Mr. Biggar has had a long banking 
experience and has a wide familiarity with 
banking methods of the Far East. 
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The thirty-sixth half-yearly report of the 
Sumitomo Bank, Limited, Osaka, Japan, 
shows net profits for the half-year ended 
December 31, 1924, of yen 4,092,266, added 
to which the balance brought forward from 
the previous half-year, yen 1,985,939, made 
a total available for distribution of yen 
6,078,206. This sum was distributed as 
follows: 

Yen 


sevseeeee, 500,000 
2,500,000 
150,000 
140,000 


1,788,206 


To reserve fund 
To dividend 
Tx 
To 
B 








TE TIE sncsaccditndieicnisanastaiaimneaian 
bonus ....... 





ince carried. forward to next half- 





The balance sheet at the end of the year 
1924, showed total resources of yen 513,- 
995,580. Total deposits are yen 376,589,- 
992, paid-up capital yen 50,000,000 and re- 
serve fund yen 19,000,000. The sum of yen 


1,500,000 has subsequently been added to the 
reserve fund bringing it to yen 20,500,000. 

Baron K. Sumitomo is president of the 
Sumitomo Bank and K. Yukawa, S. Yoshida 
and N. Yatsushiro are managing directors. 

The New York office of the Sumitomo 
Bank is at 149 Broadway. G. Higashi is 
agent. 


© 


The statement of condition of the Dai- 
ichi Ginko, Limited, Tokio, as of December 
31, 1924 shows total assets of yen 569,910,- 
620, total deposits yen 346,473,715, capital 
yen 50,000,000 and reserve fund yen 41,000,- 
000. Net profits of the bank for the half- 
year ended December 31, 1924, after pro- 
viding for all expenses, were yen 5,975,462, 
added to which the balance brought forward 
from previous account, yen 1,246,548 made 
a total available for distribution of yen 7,- 
222,010. This sum has been disposed of as 
follows: 

Yen 


To bonus for directors, auditors and 


chief officers 
To pension fund for officers and staffs.... 119,500 
To reserve fund, thus raising that ac- 

count to yen 44,800,000 .............-...cesseee 2,300,000 
To dividends at the rate of 13 per cent. 

per annum, on 454,000 old shares at 

yen 3.25 per share and on 546,000 new 

shares at yen 3.1145 per share............ 3,176,062 
Balance to be carried forward to next 


account 1,327,678 





The thirtieth annual report of the Credito 
Italiano, Milan, shows that savings deposits 
rose from lire 918,288,190 on December 31, 
1923, to lire 1,059,467,148 on December 31, 
1924, and current accounts rose during the 
corresponding period from lire 3,213,735,288 
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to lire 3,751,864,534, so that total deposits at 
the end of 1924 stood at lire 4,811,331,682. 
Net profit for the year stood at lire 53,- 
469,236. This amount was disposed of as 
follows: 
Lire 


TW GOR VO GREE crecccscscccssecestsnsssccssscnanssasene 20,000,000 
nanny FT 
To shareholders 9 per cent. dividend....27,450,000 
Balance carried forward 4,138,217 


During the year the Credito Italiano in- 
creased its capital from lire 300,000,000 to 
lire 400,000,000. The sum of lire 20,000,000 
was added to the reserve fund at the end of 
the year so that the fund now stands at lire 
130,000,000. 

Federico Ettore Balzarotti is chairman of 
the board of the Credito Italiano, Senator 
G. B. Pirelli is vice-chairman and Carlo 
Orsi and Alberto Lodolo are managing di- 
rectors. The New York office of the bank 
is at 63 Wall street. Felice Bava is repre- 
sentative. 


© 


The statement of the Credit Suisse, Zurich, 
for the year ended December 31, 1924 shows 
total resources of frs. 882,521,169, capital 
frs. 100,000,000 and reserve fund frs. 30,- 
000,000. The net profit of the bank for the 
vear was frs. 10,440,551. 


© 


The seventh edition of “International In- 
vestments,” a booklet published by the sta- 
tistical department of Brown Brothers & 
Co. of New York, has been received. This 
new and enlarged edition of the booklet 
presents in a comprehensive and convenient 
form, for purposes of ready reference, the 
salient points of practically all the foreign 


external bond issues dealt in on the New 
York market. 
© 


The balance sheet of the Bank of Scot- 
land, Limited, Edinburgh, as of February 
28, 1925 shows total resources of £38,829,327, 
total deposits £31,429,270, paid-up capital 
£1,325,000 and reserve fund £1,050,000. 

The net profit of the bank for the year, 
after providing for all bad and doubtful 
debts, etc., amounted to £365,974, added to 
which the balance from the previous year, 
£102,149, made available for distribution 
£468,124. This sum has been disposed of as 
follows: 

£ 


SE DI TIE inecttettennortsccemntnensncesivonmnnnnens 125,000 
To reduction of bank premises account.... 25,000 
To reduction of heritable properties 
account . 
To payment of half-yearly dividend in 
October 1924 at the rate of 16 per cent. 
per annum, less income tax 
To further dividend of the last half-year 
at the same rate (making 16 per cent. 
for one year) less income tax ................. 82,150 
Carried forward to next account 128,824 





The bank’s reserve fund and the balance 
carried forward on profit and loss account 
amount together to £1,178,824. 

Lord Elphinstone is governor of the Bank 
of Scotland. Sir Arthur Anstruther is dep- 
uty governor, and George J. Scott is treas- 
urer. 


© 


The statement of the Darmstadter und 
Nationalbank, Berlin, as of December 31, 
1924, showed total resources of marks 784,- 
594,523, capital of marks 60,000,000 and re- 
serve fund marks 40,000,000. The net profit 
of the bank for the year, after providing 
for all expenses, etc., amounted to marks 
9,110,074. This sum has been distributed 
as follows: 

Marks 


To payment of a 10 per cent. dividend..6,000,000 
To share of profit for the board of di- 

rectors — 630,000 
To employees’ pension fund........................ 500,000 
Carried forward to next account............ 2,250,074 





The report to the shareholders of the 
Darmstadter und Nationalbank presented at 
the general meeting on April 22, 1925 re- 
marks that: 

“The year 1924 through the complete 
change which it brought in our economic 
life, marks one of the historical turning 
points of the age. It led us by way of the 
Dawes Plan as laid down in the Pact of 
London from the artificial conception of the 
Rentenmark to a new currency resting on 
a sound and secure basis. It is true that we 
were brought in some degree to the edge 
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of a fresh inflation, but it was found pos- 
sible to avoid this danger in time through 
the carefully planned and strictly carried 
out credit restriction of the Reichsbank, 
which by the foundation of the Gold Dis- 
count Bank succeeded at the same time in 
relieving to some extent the unavoidable 
economic crisis. 

“One of the measures directed in 1924 to 
securing a stable financial and economic 
basis was the preparation of gold balance- 
sheets which have once again created a re- 
liable standard for the measurement of 
wealth, and which have in general been pre- 
pared on the principle that value depends 
on productivity. Thus one of the most 
catastrophic inflationary ideas was eradi- 
cated. The amassing of substance cannot be 
the aim of an economy based on capitalistic 
principles. Capital and property must 
bring fruit by being directed into the chan- 
nels of economic life as a whole and it is 
necessary that they should aim at obtaining 
a meximum yield through the highest pos- 
sible degree of movability and productivity. 
Only by closely following this principle, 
whic!) means the greatest possible production 
by sven and machines, can we succeed in 
rest ing our trade and industry and in re- 


constructing our ruined edifice of accumu- 
lated capital.” 


© 


The statement of the Hungarian Commer- 
cial Bank of Pest, Budapest, for the year 
ended December 31, 1924, submitted at the 
eighty-third general meeting of the share- 
holders on March 31, 1925, shows total 
resources of kronen 480,734,585,875. Total de- 
posits stand at kronen 427,325,748,797 and 
paid-up capital and reserve fund amount to 
kronen 20,950,000,000. The bank made a net 
profit for the year of kronen 17,140,851,794. 


© 


The statement of the Export Bank of 
Finland, Helsingfors, for the year ended De- 
cember 31, 1924 shows total resources of 
fmk. 21,947,540, capital fmk. 12,000,000, and 
reserve fund fmk. 2,500,000. 


© 


The statement of condition of the Agricul- 
tural Bank of Egypt, Cairo, as of January 
31, 1925, shows total resources of £10,390,- 
747. The capital of the bank stands at 
£3,740,000 and the reserve fund is £1,086,- 
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499. The Agricultural Bank of Egypt was 
created by Khedivial Decree in 1902 under 
a concession granted by the Egyptian Gov- 
ernment. The authorized share capital, all 
of which is issued, constitutes 496,000 
ordinary shares of £5 each, 125,000 cumula- 


tive 4 per cent. preferred shares at £10 
each and 2000 preferred shares of £5 each. 

Colonel, The Honorable S. Peel, D. S. O., 
is chairman of the Agricultural Bank of 
Egypt and B. Hornsby, C. B. E. is presi- 
dent. 


oe 


Book Reviews 
Centenary Volume of an Old Irish Bank 


HE Northern Banking Company, 

I Limited, Belfast, has published a 

resumé of its history in celebration of 
its hundredth birthday, reached in 1924. 

The book is handsomely bound, and con- 
tains a great number of very beautiful 
prints, showing various scenes connected 
with the bank’s development, as well as 
many pictures of historic bank notes. 

The editing of the work has been very 
well done, by E. D. Hill, a director, who has 
been with the bank during half of its 
existence. 

The bank is really more than 100 years 
old, for it existed from 1809 to 1824 as the 
Northern Bank, a partnership. In 1824 a 
law was passed permitting the incorpora- 
tion of joint stock banks, and_ the 
Northern Bank was the first bank in Ireland 
to take advantage of the new law. 

At the very beginning the bank had to 
face, in 1826 the difficulties incident to the 
assimilation of the currency of Ireland with 
that of Great Britain. ‘The same year, 
competition began to creep in, with the 
establishment of the Bank of Ireland and 
the Provincial Bank of Ireland, and in 1827 
the competition was accentuated by the es- 
tablishment of the Belfast Bank. In 1833 
the bank decided to begin the establishment 
of branches throughout the Ireland instead 
of being represented by agents, and by 1835 
it had branches in Downpatrick, Lurgan, 
Lisburn, Ballymena, Coleraine, Newtown- 
limavady, Londonderry, and Magherafelt. 
From this time on, though expansion con- 
tinued, it was restricted carefully by an 
agreement between the Northern, Belfast 
and Ulster Banks. This agreement was 
finally canceled in 1918, the immediate re- 
sult being the establishment of twelve 
branches in one year. In 1888 the bank 


established itself in Dublin, by purchasing 
the private bank of Ball and Company, 
which had been established in 1815. During 
the Irish rebellion, the branches of the 
bank in Dublin were the center of hostili- 
ties, the rebels seizing the branch in Sack- 
ville street and using it as a fort, until 
finally driven out. However, no attempt 
at robbery was made. Many of the other 
branches suffered in a similar manner prior 
to the setting up of the Irish Free State 
and afterward. 

But the volume does not confine itself 
alone to a history of the Northern Banking 
Company, Limited. It is, rather, a history 
of a hundred years of banking progress in 
Ireland. There is a discussion of the pri- 
vate banks before the passage of the joint 
stock act, and then in addition to the gen- 
eral history of the Northern Banking Com- 
pany, there is a chapter on “Our Joint Stock 
Contemporaries in Ireland” and one on the 
“Agricultural and Commercial Bank of 
Ireland.” 

The book contains also an almost com- 
plete set of pictures of the directors of the 
bank, with biographical notes of each, an 
account of a murder of one of the bank 
managers which caused much comment at 
the time, a description of how the bank’s 
note paper is made and how the notes are 
printed, various anecdotes about the bank 
and its founders, and a brief industrial 
history of Belfast during the period of the 
bank’s existence, as well as the bank’s war 
record, and roll of honor. 

The year 1924 was the hundredth anni- 
versary also for the Northern Whig news- 
paper and for the Belfast Steamship Com- 
pany, and two chapters are devoted to 
briefly telling the story of these organiza- 
tions. 
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New York State Bankers Meet 


Irish Made New President—Loasby and Alexander Among 
Speakers 


BOUT 600 delegates from all parts 

A of the state assembled at Cornell 

University, Ithaca, N. Y., June 22- 

24 for the thirty-second annual convention 

of the New York State Bankers Associa- 
tion. 

Charles E. Treman, president of the asso- 
ciation, in his address at the opening session 
remarked on the present tendency toward 
too liberal credit and said that the time 
had come for a check to be put on this ten- 
dency, as well as expenditure on unnecessary 
articles and luxuries. He added, however, 
that the last year was one of encouragement, 
and that only a pessimist would fail to see 
steps of progress made during the year. 


Loasby Speaks on Bank Cost Accounting 


Arthur W. Loasby, president of the 
Equitable Trust Company of New York, 
speaking at the first day’s session on the 
subject of “Cost Accounting as Applied to 
Banking,” said in part: 

“Depositors invariably feel that any ac- 
count is profitable to a bank, and I think 
that it is more than 50 per cent. the bank- 
er’s fault that they do. Many experienced 
bank executives themselves believe that a 
fair average balance invariably signifies a 
profitable account, yet the reverse is often 
the case. Bank officials have a weakness 
for judging deposit accounts by their size 
rather than by the sum transferred to profit 
or loss as a result of carrying the account 
in the bank. I venture to say that many 
of your large deposit accounts ultimately 
do not prove as profitable as some of the 
smaller ones, because of the higher rates 
of interest paid, the activity of the accounts, 
and the special service rendered. 

“In analyzing our accounts, I do not think 
we need have misgivings regarding the pos- 
sible antagonism of our depositors. We are 
simply allowing ourselves the same privilege 
accorded the manufacturer who figures his 
cost of production as a part of his selling 
expense. However, we must convince our 
customers of our fairness and sincerity in 
conducting our account analysis. 


“The analysis or cost. accounting depart- 
ment in my bank operates on the recognized 
principle that each item entered on our 
books entails additional expense. The size 
of a man’s average balance in relation to 
the number of items handled for him, while 
very important, is only one of a number 
of factors which govern our final decision 


WILLIAM S. IRISH 


Vice-president First National Bank, Brooklyn, N. Y., 
recently elected president of the New York 
State Bankers Association 


regarding the status of his business. For 
example, there are to be considered also the 
profits on other accounts carried by the de- 
positor in his name, the profit on business 
carried in other departments, the profit on 
accounts introduced or controlled by the 
depositor and the profit on business carried 
in our branch offices. On the other side of 
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the ledger we scrutinize carefully such items 
as the expense of work done at a loss in 
other departments, expense of printing 


checks, or work done at a loss in any of 
our branches. 

“When an otherwise desirable account is 
showing our bank a loss, we generally try 


ARTHUR W. LOASBY 


President Equitable Trust Company, New York, 
who spoke on “Bank Cost Accounting” at the 
recent convention of the New York State 
Bankers Association 


to place the account on a profitable basis 
by one of the following means—by request- 
ing the depositor to increase his average 
balance, or if this plan is not feasible, to 
decrease the activity in the account. In 
many instances a lessening of the activity 
in an account is not possible because most 
business men draw checks and deposit items 
as their own business activity dictates. In 
instances of this kind, our final resort is 
to suggest a reduction or discontinuance 
of interest and generally speaking this plan 
is acceptable when the others are not con- 
sidered practicable. Our borrowing ac- 
counts are analyzed every month and ordi- 
nary balances at least twice a year and con- 


trary to the popular opinion that the work 
is conducted by a corps of high priced ex- 
perts, it is really accomplished by a compara- 
tively small group of employees who have 
been specially trained for the work.” 


Alexander Warns Against Criticism of 
Federal Reserve System 


James S. Alexander, chairman of the Na- 
tional Bank of Commerce in New York, 
addressing the delegates at the second day’s 
general session on the subject of “Our In- 
creasing Financial Power—Some Problems 
and Responsibilities Arising Therefrom,” 
said in part: 

“In recent months the volume of criticism 
directed toward the Federal Reserve System 
has been growing, and today it has attained 
a magnitude that raises, in the minds of 
some students of banking, fears of legisla- 
tion that may impair the efficiency and 
strength of the system. 

“An important part of the criticism comes 
from within the banking system itself. The 
existence of this criticism is, I believe, a 
serious matter because many of those mak- 
ing such criticism are in a position to be 
informed and therefore necessarily exercise 
a considerable influence upon the thinking 
of the business community. 

“I do not suggest that the Federal Re- 
serve System should be freed of constructive 
criticism, nor that changes in the system may 
not prove beneficial. In considering possible 
changes in our reserve system we should 
recognize the dangers always possible when 
a great financial institution becomes a mat- 
ter of legislative alteration. Banking or- 
ganization is an intricate mechanism, which, 
because of its intricacy cannot be fully 
grasped by the great mass of the people. 
The very impossibility of a wide understand- 
ing of the banking system leaves it open to 
more or less unsuccessful attacks. More- 
over, the fact that banking stands in the 
popular mind as one of the principal ele- 
ments in large wealth makes it a favorite 
source of political capital. Once the insti- 
tution is under fire the consideration of real 
merits may be lost in the cloud of political 
controversy. 

“The Federal Reserve System has been 
soundly organized and for the most part 
ably managed. Without the added strength 
which this system has given to our banking 
power it would be impossible to meet the 
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vastly enlarged responsibilities that are 
placed upon American banking today. 

“If the system needs important changes, 
let these proposals receive the careful con- 
sideration that they require. Let us re- 
member, however, that we are dealing with 
a very intricate institution and one whose 
full efficiency and power are absolutely es- 
sential to the development and protection of 
American industry.” 


Moore Talks on “Money” 


At the meeting of the State Bank Section 
of the association, Justin H. Moore, head of 
the department of statistics and research of 
the Irving Bank-Columbia Trust Company 
of New York, speaking on the subject of 
“Money” said in part: 

“We are told that the country is ‘going 
to the dogs’ because, forsooth, the Federa 
Reserve Banks in 1917 were given the right 
to issue notes against gold. This amend- 
ment, we now hear, has led to a most fright- 
ful saturation of the currency. All business, 
we are told, is in the doldrums because there 
is altogether too much money around. And 
furthermore, the low rates of interest now 
prevailing are attributable to this same dia- 
bolical scheme to flood us with paper money. 

“The fact that Federal Reserve Notes 
remain in circulation as they do now to the 
extent of $1,660,000,000, simply proves that 
our growing population and trade requires 
that addition to its other forms of currency, 
as long as the average of wages and of 
prices are at present levels. 

The other assertion, alluded to above, is 
that the low rates of interest now prevailing 
are attributable to a billion dollars in Fed- 
eral Reserve Notes now circulating in ex- 
cess of the ‘free gold’ whatever this phrase 
may mean. There seems little use of digni- 
fying such an opinion by taking the trouble 
to refute it, for it assumes the quantity 
theory of money in its crudest and most 
naive aspect. If anybody believes that the 
rate of interest moves inversely to the 
amount of money in circulation, I would 
simply ask him why it was that the rates of 
interest steadily rose between 1914 and 1919 
precisely in a period when money circulation, 
too, was steadily increasing? In other 
Worcs, I would stress the point here that 
the rate of interest does not particularly 
depend upon the amount of money in circu- 
lation, but chiefly upon the intensity of the 
demind for borrowed funds. Isn’t it time 


to call a halt upon this tinkering with our 
Federal Reserve System, particularly when 
so many of the critics are evidently unac- 
quainted with the fundamental principles of 
monetary science?” 

Among other speakers at the convention 
were Joseph N. Babcock, vice-president of 


JAMES S. ALEXANDER 


Chairman of the board National Bank of Commerce 
in New York, who spoke on “Problems Arising 
From Our Increasing Financial Power’ at the 

recent convention of the New York State 
Bankers Association, at Ithaca, N. Y. 


the Equitable Trust Company of New York 
and Harley F. Drollinger, vice-president of 
the Fidelity Trust Company of Buffalo, 
both of whom addressed the Trust Company 
Section of the association. The subject of 
Mr. Babcock’s address was “Investments 
for Trustees” while Mr. Drollinger spoke on 
the subject of “Solicitation of Personal 
Trust Business.” Further speakers before 
the convention were Edmund Platt, vice- 
governor of the Federal Reserve Board, who 
spoke on “Branch Banking Before the Civil 
War,” George B. McLaughlin, state super- 
intendent of banks, who spoke on “Bank 
Supervision,” Francis H. Sisson, vice-presi- 
dent of the Guaranty Trust Company of 
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New York, who spoke on “Bank Advertis- 
ing,” Laurence H. Hendricks, controller 
fiscal agency function, Federal Reserve Bank 
of New York, who spoke on “Banking, a 
Job or a Career,” and Stephen I. Miller, 
educational director of the American Insti- 
tute of Banking, who — on “The Prog- 
ress of the Institute.” 


Election of Officers 


The association at its closing session 
elected William S. Irish, vice-president of 
the First National Bank of Brooklyn, presi- 
dent of the association for the ensuing year. 
Mr. Irish, who has been vice-president of the 
association, succeeds Charles E. Treman of 
Ithaca. 

Carlton A. Chase, president of the First 
Trust and Deposit Company, Syracuse, was 
chosen vice-president and F. E. Storms, 
president of the Citizens’ National Bank, 
Hornell, treasurer. 

The association adopted a resolution dis- 
approving of the recommendations of the 
American Bankers Association that the Fed- 
eral Reserve Board discontinue its service 
in the collection of notes and drafts for 
member banks. The state bankers desire 
that this service be maintained. 

The officers elected by the various sections 
of the association are: 


State Bank Section—President, Lucien J. 
Warren, vice-president Bank of Jamestown; 
secretary, C. J. Field, cashier Peoples Bank, 
Buffalo. 

Trust Company Section—President, Irving 
H. Meehan, vice-president Farmers’ Loan 
and Trust Company, New York; vice-presi- 
dent, Elmer T. Eshelman, president City 
Bank and Trust Company, Syracuse; secre- 
tary, Harold Hoyt, vice-president Title 
Guarantee and Trust Company, New York. 

National Bank Section—President, M. M. 
Holmes, president Exchange National Bank, 
Olean; vice-president, C. H. Marfield, vice- 
president and cashier Seaboard National 
Bank, New York; secretary, Arthur S. 
O’Neill, vice-president National Bank of 
Ogdenburg; state vice-president of Ameri- 
can Bankers Association, A. C. Kilmer, 
cashier First National Bank of Cobleskill. 

Savings Bank Section—President, R. G. 
Brewer, president Union Savings Bank, 
Mamaroneck; secretary, G. Louis Cook, 
secretary and treasurer the Ithaca Savings 
Bank; state vice-president American Bank- 
ers Association, Charles M. Baxter, secretary 
Union Savings Bank, Mamaroneck. 

Private Investment Section—President, 
George W. Hodges of Remick, Hodges & 
Co., New York; secretary, J. Stanley 
Davis of Hemphill, Noyes & Co., Albany. 


Weighing the Federal Reserve System 
in the Balance 


By L. E. Pierson 


The following article is composed of extracts 
from an address delivered by Mr. Pierson, who 
is chairman of the Irving Bank-Columbia Trust 
Company, at the recent thirteenth annual con- 
vention of the National Association of Credit 
Men, held at Washington, D. C.—THE EDITOR. 


URING the last few years we have 
D been able to observe the workings 

of the Federal Reserve Banks under 
conditions approaching normal. Out of that 
observation have come several suggestions 
as to ways in which the benefits of the Fed- 
eral Reserve Banks may be increased. The 
country knows from experience that the 
Federal Reserve System has been effective 
in an emergency. It knows that at bot- 


tom the scientific banking principles which 
have been incorporated in the Reserve Sys- 
tem are practical and sound. Yet the fact 
that there have been amendments to the 
act creating the Federal Reserve System in 
the first ten years of its existence shows 
that the nation believes that, while the sys- 
tem as a whole is of immense value, it is 
perhaps capable of refinement in some of its 
details. 

It might be interesting to draw up 4 
balance sheet showing on one side the un- 
doubted benefits which have followed the 
creation of the Federal Reserve System, and 
on the other the suggestions which have been 
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made for its improvement. On the credit 
side we would have a summary of the na- 
tion’s experience with the Reserve System 
during the past decade. That summary 
would show: 


1. That the Federal Reserve System has 
brought American business safely through 
the war and post-war crises of inflation and 
deflation. 

2. That it has given the United States a 
method of increasing the amount of credit 
and of currency when business is active and 
of decreasing the amount when business is 
dull. 

3. That it has removed from the mind of 
the average American business man the fear 
of money panics. 

4. That it has greatly reduced the seasonal 
fluctuations in the rates of interest. 

5. That it has saved millions of dollars to 
American business through its par payment 
system for the clearance of checks. 

6. That it has proved a powerful instru- 
ment for assisting American banks in 
financing America’s foreign trade. 

7. That it has brought to American busi- 
ness a confidence in its financial machinery 
which it never had before. 

8. That it has given to the United States 
the means of marshaling its entire financial 
resources in time of need and a method of 
formulating and pursuing a banking policy 
which is national in scope. 


On the debit side of this balance should 
be listed the suggestions that have been 
made from time to time upon the opera- 
tions of the system. Some of these sugges- 
tions come from sources which are not qual- 
ified to pass upon scientific banking ques- 
tions. Some of them, however, come from 
men who are competent and friendly to the 
system as a whole and who seek to improve 
an admittedly valuable banking instrument. 
The principal suggestions might be summar- 
ized as follows: 


1. While it is true that the Federal Re- 
serve System has proved its ability to in- 
flate the currency, has it shown an equal 
facility to deflate with scientific rapidity? 

2. In order to free the Reserve System 
from any possible chance of political pres- 
sure, would it not be better to select its 
governing board by an election in which all 
member banks would participate, rather 
than hy Presidential appointment? 
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3. Would it not be better to leave part of 
their gold reserves with the individual mem- 
ber banks rather than to pool their entire 
reserves in the Federal Reserve Bank as at 
present? 

4. Is it wise to permit the Federal Reserve 
Banks to issue reserve notes against gold as 
well as against commercial paper? 

5. Are there not possibilities of needless 
inflation in the practice of the Federal Re- 
serve Banks in making their rediscount rates 
lower than the current market rates? 

6. Is it wise to permit the Federal Reserve 
Banks to engage in open market operations 
and in the purchase of government obliga- 
tions since both practices might have a ten- 
dency to create a larger volume of currency 
than may be required by the country’s com- 
mercial transactions? 


A comparison of the credits and debits 
of this imaginary balance sheet reveals at 
once that the improvements suggested in the 
Federal Reserve System are improvements 
in detail rather than changes in principle. 
This is in itself an encouraging fact. It 
shows that, while there may be possibility 
of improving the methods of the Federal 
Reserve System, the nation has definitely 
convinced itself of the essential soundness of 
the system as a whole. When the Federal 
Reserve System was created, it was general- 
ly understood that the debatable points 
would become clearer after the system began 
to function and that time would show how 
the original act might be polished and per- 
fected. No set of men is wise enough or 
farsighted enough to determine the exact 
effect of a law or an institution before actual 
experience has demonstrated the uses to 
which that instrument or institution may be 
put. The very framework of our national 
government went through the process of 
detailed change and adjustment during the 
first twenty years of its existence. Twelve 
amendments were added to the Constitution 
between 1787 and 1804, as time disclosed the 
possibility of improvement. 

On the other hand, nothing is so damaging 
to an institution or to a law as to discuss 
and possibly criticize its detailed workings 
without proper consideration of the law as 
a whole. Nothing could be better calculated 
to weaken public confidence in the Federal 
Reserve System than to point out its pos- 
sible imperfections without reference to its 
essential values. 

















MIN interior view of the altered quarters 

PH of the Industrial Trust Company’s 

j} Slater Branch at Pawtucket, R. L., al- 

=" tered by Thomas M. James Co., archi- 

tects of Boston and New York. The alterations 

were made while the bank was occupying the 

building with practically no inconvenience to the 
bank’s customers. 


The floor is of Travertine marble, and the 
counter of golden veined St. Genevive marble. 
The columns and the ornamented ceiling are 
particularly beautiful. 


Thomas M. James Company 
3 Park Street, Boston 342 Madison Ave., New York 


Architects and Engineers 


We would be glad to help you solve your 
bank building problem 


Write us for booklet 





























Some Bank Credit Problems 





New York.—Enprror. 





Tue Bankers Macazine has secured the services of a capable credit man 
to answer the inquiries of readers on current problems of the credit manager. 
Questions of general interest to credit men and bankers will be answered and only 
the initials of the persons asking the question will be used. In case the question is 
not one of particular interest to bank credit men as a whole or is one which has been 
answered before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that 
they be direct and to the point, but that sufficient necessary detail be included to 
enable the editor to draw the proper conclusion. Inquiries should be addressed to 
the Editor, Bank Credit Problems, Tuz Bankers Macazine, 71-78 Murray Street, 





Balance 





T= accompanying article is the fourth 
of a series by the Credit Editor on 
credit and credit department methods. 
In the April issue there was a discussion 
of two of the usual types of business or- 
ganizations, i. e., the proprietorship and 
the partnership, along the line of the 
division of ownership. It was pointed 
out that the incidents entering into busi- 
ness are ordinarily management, capital 
and risk. There was a discussion as to 
how these incidents enter into the pro- 
prietorship and partnership, and how 
they are divisible. In the May issue, the 
corporate form of business organization 
was covered. It was shown that the in- 
cidents of management, capital and risk 
permitted of wide division. The various 
types of corporate securities were taken 
up—bonds, preferred stock and common 
stock, as regards their place in the 
financial structure of the corporation, 
and the division of the incidents of busi- 
ness. The various types of these securi- 
ties were taken up individually, and their 
salient features pointed out. In the June 
issue there was a discussion of the trial 
balance, the balance sheet, and profit and 
loss figures. The difference between each 
was shown, and the manner of arriving 
at the balance sheet and the operating 
statement from the trial balance was also 
indicated.—-THE EDITOR. 











Cash: 
Cash on hand—currency and coin 
Cash in bank 





Sheet Items 


ROM a review of the trial balance 

and the balance sheet in the previous 

article, we got an idea of what trial 
balance items were balance sheet items, and 
which ones were profit and loss items. It 
was evident therefrom that all items enter- 
ing into finances of the business either be- 
longed to the balance sheet or the operating 
statement, and from this we can quite nat- 
urally infer that the nature of the items 
would be peculiar to the line of business in 
which the subject was engaged. While this 
is true, the balance sheet for most lines of 
business will contain many items of a very 
similar character, and we will, therefore, 
consider as usual the balance sheet approved 
by the Federal Reserve Board. A copy of 
the balance sheet approved by the Federal 
Reserve Board taken from their pamphlet 
entitled “Uniform Accounting” is shown as 
follows: 


ASSETS 





Notes and accounts receivable: 


Notes receivable of customers on hand (and past due) 
Notes receivable discounted or sold with indorsement or 
Accounts receivable, customers’ (not past due) 

Notes receivable, customers’, past due (cash value, $.... 
Accounts receivable customers’, past due (cash value, $.. 


Less: 
Provision for bad debts 





Provision for discounts, freights, allowances, etc.......... 


Inventories: 
‘aw material on hand 





Goods in process 
T ompleted contracts 





ss payments on account thereof .................. EROS 


ee ne REINS 

























™ FIRST 


NATIONAL BANK of 
BOSTON 


[764 4: 3: S986 











Ten Boston Offices 


Foreign Branches 


Buenos ArrgEs, ARGENTINA Havana, Cusa 









European ‘Representative 
24, OLD Broap St., Lonpon 


HEN you have Boston or New Eng- 

land business, send it to us. With 
ten offices covering the city and direct 
collection facilities throughout this sec- 
tion, we afford quickest and best service. 
Correspondence invited. 


CaPITAL $20,000,000 


SURPLUS $20,000,000 


Resources $370,000,000 
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Other quick assets: (describe fully) 
Total quick assets: (excluding all investments) .. 
Securities: 


Securities readily marketable and salable without impairing the business........ 
Notes given by officers, stockholders, Or CMPlOYEES ~..........2...ccccceceeeeeeeceeeceneees isi 
Accounts due from officers, stockholders, or employees ..................-...-..--. 











Se I I sath hitncinctaincendectinsiseniiinctgenieittneseiebeticnceesitninihinniuninuninntinin 
Fixed assets: 

Land used for plant .... i sasinikdaiecehimentnabaineiabiniibaéiaaiaiy  aentasenia . 
Buildings used for plant ...... 
Machinery 
Tools and plant equipment ... 
Patterns and drawings ............ 
Office furniture and fixtures . 
Other fixed assets, if any (describe fully) . 













Less: 
Reserve for depreciation ......................... 


Total fixed assets 

Deferred charges: 
Prepaid expenses, interest, insurance, taxes, etc. 
Other assets 











ND I ccrccccttietinianrserentesntinniminiiniinnaiaanmnsnanitniincniniinsiaiite 


LIABILITIES 
Bills, notes, and accounts payable: 
Unsecured bills and notes— 
Acceptances made for merchandise or raw material purchased........... 
Notes given for merchandise or raw material purchased.................... 
Notes given to banks for money borrowed 
Notes sold through brokers seal 
Notes given for machinery, additions to plants, etc. .............. a 
Notes due to stockholders, officers, or employees ..........0...0.0002020.0--200000--- 














Unsecured accounts: 
Accounts payable for purchases (not yet due) 
Accounts payable for purchases (past due) . _ sia 
Accounts payable to stockholders, officers, or “employees | 








Secured liabilities: 
Notes receivable discounted or sold with indorsement or guaranty (contra) ... 
Customers’ accounts discounted or assigned (contra) ‘ 
Obligations secured by liens on inventories ....... ee ee 
Obligations secured by securities deposited as collateral.. SaniiniebhAnehtadbteanidigtese 











Re Te I, TU, GI, i icericctticseerscc cece secceciccsnicensnctoniinniis: Consctiensianinens narirsunintinseces 
Other current liabilities (describe fully) 

















Total current MHabilities ......................... 


Fixed liabilities: 


Mortgage on plant (due date ) 

Mortgage on other real estate (due date................ ) : 
Chattel mortgage on machinery or equipment (due date.. 
Bonded debt (due date) 













Other fixed Mabilities: (describe fully) 











Total current and fixed liabilities ......... 


Net Worth: 


If a corporation— 
(a) Preferred stock (less stock in treasury) . 
(b) Common stock (less stock in treasury) ° 
(c) Surplus and undivided profits ....... re 








Less: 
(d) Book value of good-will ...... ariel Sal aia se cain ckcaaiaeuisa octane Sad bisbaaplosncian 
(e) Deficit jaasanelaticedswiciaivoncebuliietaneseensicianis:- aanginteniiaiaias.”. sidbiniciipaipaa 








If an individual or partnership— 
CO alate tah ilticctincininctnunshninnsnenitereningtnbeenennenniedigiendhninnmiaiadceiinnanntainaninetions 


cans ciceenenssdindatasinsaseentedsiommenipndinamnsis” eacpalaeouions 
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IS CLEAN AIR 


Below: A Reed Air Filter 
Unit. Each unit is a complete 
filter with a capacity of 800 C. 
F. M. Installations consist of 
as many units as needed to filter 
the volume of air required for 
ventilation. (REED AIR 
FILTERS—Patents, May 16, 
1922, Feb. 12, 1924, Nov. 18, 
1924. Other patents pending.) 
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Louisville Branch of FEDERAL RESERVE 
BANK. D. X. Murphy & Brother, Architects: 
F. A. Clegg & Company, Ventilation Contractors. 


FEDERAL RESERVE BANKS Use 
Reed Air Filters, Too 


Officials of the Federal Reserve Bank, Louisville 
Branch, are convinced that clean air pays. Since 
installing their ventilating system equipped with 
Reed Air Filters a marked freshness and cleanli- 
ness of the air are noticeable — particularly in the 
vaults, Reed Air Filters will pay you, too, by im- 
proving health and efficiency of employes and in 
the preservation of building interiors. Reed 
Filters are also to be used in new Omaha 
Branch, Federal Reserve Bank. 


REED AIR FILTER CO., Incorporated 


The illustration above was : Mee k 
mute feom snleseeseeia phate 225 Central Ave., Louisville, Ky. 50 Church St., New Yor! 


graphs of ordinary city air Offices in Principal Cities 
before and after cleaning wit 


Reed Air Filters. Reed Filters ' 
remove 97°% of all dust, soot ie 
and bacteria from the air. ee Yr 


2 eee reree® 
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HIS new building 

of the Riverhead 

Savings Bank, 
Riverhead, L. I. is en- 
tirely detached, permit- 
ting light on four sides 
through windows of 
special solid bronze 
construction. The 
building is of modified 
Italian Renaissance de- 
sign and is faced on all 
sides with handsome 
Dover white marble, 
with a base of Bethel 
white granite. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
134 East 44th Street 


- - 7 


New York 








Cash 


This item in the above balance sheet is 
divided into two items; i. e., cash on hand, 
representing currency and coin, and cash in 
bank. It is presumed to represent actual 
cash available for the use of the business 
on demand, and where it is subject to notice 
on account of withdrawal, proper indication 
should be given. Should the cash be repre- 
sented by a certificate of deposit, it should 
be so indicated, and bankers should be 
assured that the certificate is not pledged. 
Overdrafts should be set up as current lia- 
bilities, and the cash item should not include 
any I. O. U.’s, drafts for collection, expense 
slips, ete., but strictly cash available for 
immediate use. 


Notes and Trade Acceptances (Customers’) 


Under this caption should simply be in- 
cluded notes and acceptances receivable 
from trade creditors, such notes and ac- 
ceptances having arisen out of the regular 
sale of merchandise in the usual course of 
business. The account should not include 
any .mounts due from officers, directors, or 


in connection with accommodation extended 
to any individual, firm or company. Any 
sales to subsidiary or affiliated companies, 
even though sales of regular merchandise, 
should not be included under this heading 
but should be properly indicated on the bal- 
ance sheet. It is presumed that all notes 
and trade acceptances included under this 
heading are short term obligations, maturing 
within a year, and therefore, rightfully due 
to be classified as current assets. No notes 
or trade acceptances which have been 
pledged or discounted should be included 
therein. In connection with this item, it is al- 
ways well for the banker to receive a classi- 
fication of the receivables as to their age 
and maturity, and it is presumed that all 
should represent notes and trade acceptances 
given in strict conformity with the original 
terms of sale, unless otherwise indicated. 
It will be noted in the form that separation 
is made between notes receivable not past 
due and notes receivable past due. While 
this division is naturally most interesting, 
it does not always follow that all past notes 
should be charged off to bad debts. How- 
ever, in a number of cases, it is probably 
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THE FARMERS’ LOAN 
AND TRUST COMPANY 


22 WILLIAM STREET 


FIFTH AVE. OFFICE, Temporarily at 9-11 E. 38th ST., 16 E. 39th ST. 
MADISON AVE. OFFICE, 901 MADISON AVE. AT 72nd ST. 


LONDON PARIS 
15 Cockspur Street, S. W. 1 70 Rue des Petits Champs 





FOREIGN DEPARTMENT 


Issues Travellers’ Letters of Credit payable through- 
outthe world. Commercial Letters of Credit 
for Importations and Exportations of Merchandise. 


Buys and Sells Bills of Exchange 
Cable Transfers to all Countries 


HROUGH its office in London, working in close touch 
with correspondents all over Europe, The Farmers’ Loan 
and Trust Company is in position to be of exceptional 





service to banks in the transaction of foreign business for 





themselves or their customers. 





In Paris, The Farmers’ Loan and Trust Company maintains 
a representative who can receive your clients’ mail and 
cables and give personal attention to your banking interests 
through our Paris correspondent, the Banque de Paris et 
des Pays-Bas. 




















Modern Banks with Modern Vaults 


ie banks designed by the country’s foremost 
bank architects, the beautiful structures house 
| vaults in which are combined the most formid- 
able methods of protection known. The massive 
door on vault walls of indifferent strength is not 
sufficient — walls, floor and roof must be equally 
as strong as the door. There must be no weak 
spots. 
The Rivet-Grip System of Bank Vault Rein- 
forcement has been proved by the Federal 
Reserve Tests at Sandy Hook to be the most 
effective vault protection known to science. It 
is so flexible of design that it is adapted to the 
smallest as well as the largest vaults—giving 
wl greater protection per dollar of cost than any 
County other type of reinforcement. 
East Our authoritative handbook on modern bank vault 


Trust Co., 
a all design gladly sent for the asking. Write for it. 


The Rivet-Grip Steel Co., 


Representatives in all principal cities 


2741 Prospect Ave., Cleveland, Ohio 




















desirable to receive new notes rather than 
carry the old in the portfolio. The form 
above provides a place for any reserve set 
up for bad debts and also any reserve for 
discount, freight, allowances, etc. Such pro- 
vision should be made for all notes and trade 
acceptances believed doubtful, and due al- 
lowance also made for discount and allow- 
ances, so that the current amount will be 
carried net. 


Accounts Receivable (Customers’) 


The above form provides a place for ac- 
counts receivable (customers’) not past due, 
and accounts receivable (customers’) past 
due. Although past due, the accounts may 
not rightfully belong in the category of bad 
accounts for it may be felt their ultimate 
payment is secure. It is presumed that 
these accounts receivable represent strictly 
amounts due from customers in the usual 
course of business for merchandise sold, and 
not i connection with any advances of funds 
to customers. The form above provides a 
place for the charging off of bad debts, 
and =!so allowances for discounts, freight, 
etc, nd proper provision should be made 


here for all accounts where effort has been 
made to collect and the ultimate collection 
seems improbable. All accounts receivable 
owing from companies in bankruptcy should 
be charged off in accordance with what may 
appear to be a fair amount, in view of the 
prospective dividends to be received from 
the bankrupt. 


Merchandise 


This item is usually divided into raw ma- 
terial, finished goods, and work in process. 
It is presumed to be taken and valued in 
the balance sheet on the basis of cost or 
market whichever is lower at the time of 
statement. As regards raw material, this 
naturally still retains its original cost or 
its present market value, whichever is lower, 
while in the case of finished goods and work 
in process, the item naturally includes not 
only the actual cost of the raw material but 
these items of expense incident thereto. 
However, the inventory should not include 
any item of profit, for that should be left to 
be taken into the balance sheet when actual 
sale of the article is made and it is trans- 
ferred on the book from merchandise td re- 
ceivables. All merchandise shouldbe frer 
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“Tl RUE SCRIBE” 


The best known street number 
in the world 


From all over the world travelers come in person to “11 Rue Scribe” ; 
and, finding there what they especially want, never forget the 
number or the street. 


From all over the world letters addressed to these travelers come 
first to “11 Rue Scribe.” Cables, messages, packages of all kinds, 
personal baggage—most of the things that people everywhere desire 
to have delivered to their friends traveling in Europe—go through 
“11 Rue Scribe.” 


To Americans abroad “11 Rue Scribe” is a mental haven. What- 
ever their needs, whatever their desires, “11 Rue Scribe” knows all 
about it—where, and when, and how, to the finest detail. 


There is a kind of magic atmosphere about the place—an air of 
something desired about to be realized—for international travelers 
have long been giving out the impression that “11 Rue Scribe” can 
“fix” or “do” anything for anybody. Q' 
shee 
The business of “11 Rue Scribe” is Endless Service. It’s a very sonal 


busy business; for everybody, not altogether at home in Europe, one. 
wants something; but the service is given with such authority, such a re 
courtesy and dispatch, that it all seems more or less of a pleasant net 1 


game. ing t 
woul 


As many as 4,000 people a day come here to ask or get something; creas 
and seldom, if ever, has one left unsatisfied. 380 employees answer a) 
and give. ina 


The American flag flies over the door. Page after page in the human — 
iqui 


history of American Service was written here in the Summer and ' 
Fall of 1914, and every day’s work now adds another page— that 


net 
assur 
not ¢ 
In London, Rome, Cairo, Calcutta, Hongkong, and all other cos- also 
mopolitan cities all the way around the world, international offices pract 
of the American Express Company, similar to “11 Rue Scribe,” right 
render a similar service. ae 


American Express Co. 
6§ Broadway, New York 


OFF:iCES IN ALL THE PRINCIPAL CITIES 


—_———_ ee 
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For “11 Rue Scribe” is the great international office of the American 
Express Company in Paris. 
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and clear of all liens and entirely unpledged 
in every respect. Great care should be taken 
to determine salability, marketability and 
the newness of the merchandise included in 
the inventory. All slow moving merchandise 
should be properly pointed out, and all 
obsolete merchandise should be “junked.” 

A great deal of trouble can occur in con- 
nection with improper inventory in the bal- 
ance sheet. The banker should fully satisfy 
himself in all respects as to its goodness, 
basis of valuation, etc., so that he can feel 
assured that it represents real value for the 
amount stated. 


(The remainder of the balance sheet items 
will be taken up in the next article.) 





Questions and answers on bank 
credit problems follow as usual and 
will continue each month. 





QUESTION: In looking over the balance 
sheet of a company, I notice that the fixed 
assets remain practically unchanged from 
one year to the other, that net worth shows 
a reduction of about $20,000., but that the 
net working capital shows an increase dur- 
ing the same period of about $40,000. How 
would you account for this substantial in- 
crease in working capital?—J. L. M. 


ANSWER: Working capital may be in- 
creased in several cases; i. e., new money, 
profits, decrease in slow assets due to their 
liquidation and the transfer of funds to 
current assets. In the above, you mention 
that the company shows a decrease in its 
net worth, and it is, therefore, natural to 
assume that the working capital increase is 
not due to any new money or profits. You 
also mention that the fixed assets remain 
practically unchanged, and it is, therefore, 
right to assume that no funds were re- 
ceived from this source to contribute to 
working capital. You do not make any 











TT HE organization of Dietz, 

Pennell & Jordan offers Interior 
Equipment Engineering Service to 
Banks & Architects. 


This specialized service includes 
the developing of practical and 
economical plans for the efficient 


operation of Banks. 

Dietz, Pennell & Jordan 
Bank Equipment Engineers 
500 Fifth Avenue 
New York 
Booklet on Planning & Equipping of 
Banks will be sent on request 


mention as to whether there has been any 
increase in the fixed indebtedness of the 
company, which would naturally contribute 
to the net working capital. However, if 
there is no increase from this source, it 
would appear that there was a write-up in 
one of the current asset items, probably 





“merchandise, or full indebtedness was not 


shown. It would be very interesting to re- 
ceive complete profit and loss figures for 
a period of two or three years, to compare 
the company’s purchases, sales, cost of doing 
business, ete., for each year, and to also 
apply the gross profit test. 











Employees of Pittsburgh Bank Stage 
Successful Musical Comedy 


HE Pennsylvania Trust Club, an or- 

i ganization comprising the employees 
of the Pennsylvania Trust Company 

of Pittsburgh, recently produced “Auntie, 
Be Good!” a musical comedy in two acts 
at the ‘Carnegie Music Hall in that city. 
The plan was a novel and heretofore un- 
tried method in Pittsburgh of affording en- 
tertainment to the bank’s customers and 


their opinion that it was the best amateur 
show they had ever seen. The Pittsburgh 
Sun commented as follows: “Although 
classed as an amateur production, the play 
had a professional flavor. It had a plot 
which centered around the kittenish activi- 
ties of an aunt who insisted on following 
the lead of the frivolous younger set. It 
had a bevy of chorus girls who surpassed 





Principals of the cast of “Aunty, Be Good!” staged by the employees of the 
Pennsylvania Trust Company of Pittsburgh 


friends, yet one which proved highly suc- 
cessful. 

About forty people appeared on the stage 
and practically every employee of the bank 
took part in the production. No admission 
was charged, applications being filed for 
tickets as they were received. The per- 
formers played to packed houses both nights 
and it was regretted that the Carnegie Music 
Hall could not be secured for additional 
performances. 

The show was a complete success from 
every point of view, and all those who at- 
tended were well pleased. Many expressed 


wo 


in beauty and dancing ability many regular 
entertainers who come to local theaters. 
Gay costumes, arranged by Mary Cronin, 
lent the proper colorful atmosphere.” One 
of the best known local critics said of the 
production: “Indeed, the whole performance 
was far above the average amateur show 
and if comparisons were not odious, I might 
mention some which perhaps would surprise 
you. There was evidence all along the line 
of painstaking hard work——I was particu- 
larly attracted by the amount of native 
talent the bank seems to have.” 

But perhaps the greatest benefit derived 
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The Service Song ensemble of the Cabaret Scene in the show “Aunty, Be Good!” staged by the 
employees of the Pennsylvania Trust Company of Pittsburgh 


from the work was the helpful effect it had 
on the bank’s own employees, all of whom 
entered so enthusiastically and conscien- 
tiously into the work of rehearsals and 
preparations, that they all regret now that 
their show is over. It is to them that the 
entire credit for the production’s success 
goes. They entered into the spirit of the 


play to a wonderful extent, and, thoroughly 
enjoying the rehearsals, attended them regu- 
larly and promptly. 

F. LeMoyne Page directed the show, C. F. 
Steen was in charge of the coaching, Mary 
Cronin the costumes, Dorothy McKay, the 
properties, F. E. Clinton was stage manager 
and Paul Yeager had the tickets and seating. 








—<— 





S soon as we definitely convince ourselves that business is a form 

of public service and that the community is as much entitled to 

the results of experience and investigation in the field of business 
administration as it is in the realms of science, we shall have a new 
public regard for business activity and a notable strengthening in the 
| business structure now too subject to the devastations of ignorance 


of progress in what is less an art than science—Henry Bruere. 
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Eastern States 


Comprising New York, New Jersey, Penn- 
sylvania and Delaware. 


CONVENTION DATES 
American Bankers Association—at Atlan- 
tic City, September 28,-October 1. 


Association of Bank Women—at Atlantic 
City, September 28-October 1. 


PROMOTIONS AT GARFIELD 
NATIONAL 


Ruel W. Poor, formerly president of the 
Garfield National Bank, New York,. has 


RUEL W. POOR 
Recently advanced from president to chairman 
of the board, Garfield National Bank, 
New York 


been elected chairman of the board, Horace 
F. Poor has been advanced from vice-presi- 
dent to president, and Edward E. Watts, 
who has been president of the Fifth National 
Bank, New York since 1913 was elected 
first vice-president, and a director. 

Horace F. Poor, mentioned in these col- 
umns last month as having been elected 


HORACE F. POOR 


New president of the Garfield National Bank, 
New York 


president of the Uptown Bankers Associa- 
tion, is the son of Edward E. Poor, formerly 
president of the National Park Bank, New 
York. He was born in 1878, was graduated 
from Berkley School, New York, in 1898 
and began his banking career the same year 
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Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $4,000,000 Undivided Profits $512,000 


JULIAN D. FAIRCHILD, President 


JULIAN P. FAIRCHILD, Vice-President 
WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 
THOMAS BLAKE, Secretary 


ALBERT I. TABOR, Assistant Secretary 
J. NORMAN CARPENTER, Trust Officer 


CLARENCE E. TOBIAS, Assistant Secretary 


UNUONQVOQUOAHUOUGQUUUUAAUAULUAUUAUAUCACU LAU Us 


ALBERT E. ECKERSON Auditor 


BROWER, BROWER & BROWER. Counsel 


ACCOUNTS INVITED 


INTEREST ALLOWED ON DEPOSITS 


SAHMMUNHUUMII HLA ARRIETA 








as an office boy and runner for the Colonial 
Trust Company, New York. In 1907 he 
moved to the Lincoln Trust Company, be- 


EDWARD E. WATTS 


Recently elected first vice-president of the Garfield 
National Bank, New York 


came treasurer in 1908, and a vice-president 
and trust officer in 1912. In 1917 he left 
the Lincoln Trust to become vice-president 
of the Garfield National, which he now heads. 


GENERAL MOTORS ORGANIZING 
INSURANCE COMPANY 


The General Motors Corporation has de- 
cided to organize the General Exchange 
Insurance Company, with a capital of $500,- 
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000 and a surplus of $1,000,000 to handle 
fire and theft insurance on cars sold at re- 
tail and financed through the General Motors 
Acceptance Corporation. 


JOHNSTON GETS LL.D. 


Percy H. Johnston, president Chemical 
National Bank, New York, received the 
honorary degree of LL.D. from the Uni- 


PERCY H. JOHNSTON 


President Chemical National Bank, New York, 
who recently received an LL.D. from 
the University of Kentucky 























Old Enough—to apply to your 
bank-building problems 67 
years of practical banking 
experience. 





Real Bank Young Enough—in spirit to 


bring the enthusiasm of 

Big Enough—to handle any aggressive officers and a pro- 

financial transaction, nation- gressive board of business 

al or regional, in an efficient men into action in behalf 
manner. of our patrons. 
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Small Enough—to consider 
every account as deserving Strong Enough—to offer the 
our best efforts, knowing basis of absolute confidence 
that our growth depends on in our resources of more 
our customers’ success. than $100,000,000.00. 
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with which is affiliated the 
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Federal Commerce Trust Company 









































versity of Kentucky at its annual com- 
mencement exercises at Lexington. 


BROOKLYN TRUST PROMOTION 

Gilbert E. Thirkield, assistant secretary 
of the Brooklyn Trust Company, New York, 
since 1916, has been elected a vice-president. 


CHELSEA EXCHANGE OPENS 
BRANCH 
The Chelsea Exchange Bank, New York, 
recently opened a branch at 109th street 
and Madison avenue, New York. 


POWELL TENDERED GOLDEN 
ANNIVERSARY DINNER 

To commemorate the golden anniversary 
of the banking service of H. H. Powell, 
vice-president of the Equitable Trust Com- 
pany, a group of senior officers of the or- 
ganization recently tendered him a surprise 
dinner at the University Club. 

Mr. Powell began his banking career fifty 
years ago as a junior clerk in the old 
Importers and Traders National’ Bank. In H. H. POWELL 
1893 he became assistant cashier of the Vice-president Equitable Trust Company, New 
Imp. ters and Traders and nine years later York, who recently celebrated the completion 
was .amed cashier. As president in 1923, of fifty years of banking service 
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Central Offices 


HE Bell System—the A. T. & T. and Associated 
Companies—with its 16,000,000 telephones, re- 
quires the use of 6,000 central offices. 

More than switchboards alone are needed for their 
functioning. In the larger offices especially, the visitor 
sees other equipment of great magnitude and com- 
plexity —huge frames which distribute the incoming 
wires to their switchboard terminals, testing appa- 
ratus, power plants, and much more. 

Over one-fifth ($509,000,000) of the Bell System’s 
physical property consists of this operating equip- 
ment. Each central office unit is a component part 
of a nationwide mechanism which each day trans- 
mits 46,000,000 telephone calls. 

This plant is part of the property underlying Bell 
System securities. 

The dividend rate of the stock of the A. T. &@T., parent company 


of the Bel! System, is 9% This investment stock can be bought 
in the open market to yield a good return. Write for booklet, 


“Some Financial Facts. 





BELL TELEPHONE 
SECURITIES CO. he 


D.F. Houston, President @ 
195 Broadway NEW YORK | 


“The People’s 
Messenger”’ 
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Mr. Powell was active in the negotiations 
incident to the successful merger of his bank 
with the Equitable. Since then he has been 
a vice-president of the combination. 

The dinner was enlivened by anecdotes 
and memories of bygone days called to mind 
by Mr. Powell’s associates. Lantern slides 
were used to portray the struggles of Mr. 
Powell to get a footing in the banking fra- 
ternity and the guest of honor enjoyed the 
cartoons as much as his hosts. 

James A. Goldsmith, a trustee, was the 
toastmaster, and he turned the meeting over 
to A. W. Loasby, president, before the eve- 
ning ended. A. W. Krech, chairman of the 
board, spoke. Other speakers were James 
W. Lane, Charles A. Wimpfheimer, E. P. 
Townsend, H. E. Cooper and J. M. Kirk- 
wood. 


EMIGRANT INDUSTRIAL OPENS 
FIRST BRANCH 

The Emigrant Industrial Savings Bank, 
New York, opened an uptown branch at 
Forty-third street and Lexington avenue 
on June 1, the seventy-fifth anniversary of 
the founding of the bank. Over 1500 new 
accounts were opened before noon of the 
first day. ; 


DISTRIBUTION OF OWNERSHIP OF 
BANKS 

The number of stockholders of the large 
city banks is growing steadily, in spite of 
the high prices of the stock. National City 
Bank, New York now has over 8000 stock- 
holders, the National Bank of Commerce in 
New York has 6400, and the Chase National 
Bank, New York has 4100. 


WOMAN BANKER ATTENDS 
CONVENTION 

Miss Anne Seward of the Empire Trust 
Company, New York, was the only woman 
delegate present at the convention of the 
New York State Bankers Association held 
in Ithaca, N. Y. June 22-24. 


APPOINTMENTS OF FRANKLIN 
SOCIETY 

The Franklin Society for Home Building 
and Savings, New York, has filled vacancies 
on its board of directors by the election of 
Fred M Feiker, and James H. Collins. Mr. 
Feiker is the operating vice-president of the 
Society ‘or Electrical Development, and a 
directory of the Ward Electrical Vehicle 
Compan . Mr. Collins is a well known writer 
for mag vines and newspapers. 
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is invited 


THE PEOPLES BANK 
OF BUFFALO 























U. S. MORTGAGE AND TRUST 
REDEEMS BONDS 


On June 1 the United States Mortgage 
and Trust Company, New York, retired 
the total of its outstanding first mortgage 
trust bonds. These were secured by a pledge 
of mortgages with a trustee. The company 
has discontinued issuing mortgage trust 
bonds, selling instead specific mortgages or 
mortgage participation certificates. 


GEHLE ON ALLIED DEBTS 


Frederick W. Gehle, vice-president Me- 
chanics and Metal National Bank, New 
York, at a recent dinner of the Staten 
Island, N. Y. Chapter of the American In- 
stitute of Banking expressed the opinion 
that the average American thinks the for- 
eign nations are trying to avoid repayment 
of their debts to the United States. The 
situation would be considerably bettered, he 
said, if some of the foreign nations, par- 
ticularly France, would frankly acknowledge 
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E are the sole manufacturers 
licensed to use DONSTEEL in 


Bank Vault construction. 
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is the ONLY metal that 


1. Cannot be penetrated by 
OxyY-ACETYLENE TORCHES 


2. Cannot be penetrated by 
DRILLS " 


3. Cannot be shattered by 
EXPLOSIVES 4 om 


IN A BURGLARIOUS MANNER 


THE MOSLER SAFE CO. 


375 BROADWAY, NEW YORK, N.Y. 


“actories Hamilton, Ohio Largest Safe Works in the World 





























Coming to Buffalo ? 


Are any of your customers coming to Buffalo 
or to Niagara Falls this year? If they are, send 
them to the Marine Trust Company. 
shall be glad to serve them and show them 
every courtesy on your behalf. 


MARINE 


TRUST COMPANY 
of Buffalo 


Resources over 


One Hundred Sixty Millions of Dollars 


We 























their intention to pay the debts, and then 
consider means of paying them. In such 
a case, it is not at all unlikely that the 
American people would consider reducing 
the amount, but first some definite move 
must be made by the debtor. 


MURPHEY LEAVES CHATHAM 
PHENIX 


Chauncey H. Murphey has resigned as 
vice-president of the Chatham Phenix Na- 
tional Bank and Trust Company, New York, 
and will enter the firm of Davies, Thomas 
and Company, New York, as a general 
partner. Mr. Murphey was formerly a vice- 
president of the United States Mortgage 
and Trust Company, and later vice-presi- 
dent of the Metropolitan Trust Company 
which was recently absorbed by the Chatham 
Phenix National Bank and Trust Company. 


BUF! ALO OFFICE FOR HALSEY, 
STUART & CO. 


Hals: 
bankers 
It is in 


Stuart & Co., Inc., investment 
have opened an office in Buffalo. 
irge of L. S. Sproul, who has been 


their Buffalo representative, and who will 
continue to supervise the Buffalo and Bing- 
hamton territory. 


IRVING BANK-COLUMBIA TRUST 
COMPANY PROMOTIONS 


George S. Mills has been promoted from 
assistant secretary to assistant vice-presi- 
dent of the Irving Bank-Columbia Trust 
Company, New York, and Carl A. Miller 
and Stanley T. Wratten have been elected 
assistant secretaries. 


WESTINGHOUSE EARNINGS 


Gross earnings of the Westinghouse Elec- 
tric & Manufacturing Company for the year 
ended March 31, 1925 were $157,880,292, as 
compared with $154,413,000 for last year. 
After deducting cost of sales $144,242,065, 
interest charges, etc. of $2,517,042, and add- 
ing other income of $4,203,179, the net in- 
come available for dividends was $15,324,- 
364. Of this $9,468,221 was paid out in 
dividends and $5,612,606 was carried to 
surplus. 

Guy E. Tripp, chairman of the board an- 
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HE obligations of this institution are selected as appro- 

priate and sound mediums for short term investment by 
alarge banking clientele. They may be obtained in convenient 
denominations and suitable maturities. 


Full information may be secured through usual banking 
channels, or by addressing Financial Sales Department, at 
any of our offices. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
224 West 57th Street, New York City 
Branch Offices: 
Kansas City 
Los Angeles 
Memphis 
Minneapolis 
New York 
Omaha 


Philadelphia 
Pittsburgh 
Portland, Ore. 
St. Louis 

San Francisco 
Washington 


Cleveland 
Dallas 
Dayton 


Atlanta 
Boston 
Buffalo 
Charlotte 
Chicago Denver 
Cincinnati Detroit 
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London, England 


Toronto, Canada 





nounced that the manufacture of certain 
lines of products had been transferred to 
Sharon, Pa., South Philadelphia Pa., and 
other places, from East Pittsburgh. It is 
planned to retain there mainly the manufac- 
ture of heavy electrical machinery. This 
is following the plan of decentralization 
decided upon by the company. 


WESTCHESTER BANK CELEBRATES 
92D ANNIVERSARY 


The Westchester County National Bank, 
Peekskill, N. Y., the oldest bank in the 
county, and for many years the only finan- 
cial institution in Westchester, recently cele- 
brated its ninety-second anniversary. Gen- 
eral Pierre Van Cortlandt was the first 
president of the bank. Cornelius A. Pugs- 
ley is the present president. 


CHANGES IN GENERAL MOTORS 
ACCEPTANCE BOARD 


Irenee du Pont has resigned as a director 
of the General Motors Acceptance Corpora- 
tion, New York, and Alfred P. Sloan, Jr., 
has been elected to fill the vacancy. 
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BUFFALO TRUST INCREASES 
CAPITAL 


The Buffalo Trust Company, Buffalo, 
New York, will increase its capital from 
$2,000,000 to $2,500,000 through the issuance 
of 5000 shares of new stock, which will be 
offered to present stockholders at $250 a 
share. Each present stockholder will have 
the right to purchase one share of the new 
stock for each four shares of the old stock 
held. This increase will give the company 
a combined capital and surplus of $5,000,- 
000. 

The company has applied to the state 
banking department for permission to es- 
tablish a branch at Seneca and Stevenson 
streets, Buffalo. 


METROPOLITAN LIFE STATEMENT 

The annual business statement of the 
Metropolitan Life Insurance Company, New 
York, recently issued shows earnings for the 
year ending December 31, 1924 of $457,173,- 
167, a gain of $60,861,502, over 1923. Total 
assets now amount to $1,628,174,348. 

The statement contains a list of the 
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Electrical Refrigeration 








The opportunities in this rapidly growing 


industry, with special relation to 


Kelvinator Corporation 





42 Broadway 
New York 








are discussed in a pamphlet report which we will 
send to investors upon written application. 


NOYES & JACKSON 


Members New York Stock Exchange 





208 So. LaSalle St. 
Chicago 




















stocks and bonds owned by the company on 
December 31, 1924. 


SYNDICATE TO FINANCE COTTON 
MARKETING 

The Seaboard National Bank, New York, 
has almost completed the formation of a 
nation-wide group of banks to finance the 
marketing of cotton through a revolving 
fund, in the same manner as last year. The 
banks who will participate are located in 
New York, Chicago, Denver, San Francisco 
and other cities in the East and South. 
The credits will be extended to the cotton 
growers through co-operative marketing or- 
ganizations, of which the Texas Farm 
Bureau Cotton Association will be the head, 
in the form of bank acceptances drawn 
against the members of the banking group 
and secured by documents of title for cotton. 


BANKERS GOING TO EUROPE 


E. C. Swenson, chairman of the board 
Nation::! City Bank, New York; James H. 
Perkins. president Farmers’ Loan and Trust 
Company, New York; John S. Daly, vice- 
President and comptroller Emigrant Indus- 


trial Savings Bank, New York; F. C. Wag- 
ner, president Discount Corporation of New 
York; Frank Hilton, vice-president Bank 
of the Manhattan Company, New York; 
James Heckscher, vice-president of the Irv- 
ing Bank-Columbia Trust Company, New 
York; Raffaele Prisco, president of the 
Prisco State Bank; and Paul M. Warburg, 
chairman of the board International Accep- 


NEW YORK 
CORPORATION LAWS 
Including Amendments, 1925 
Contents 


Full Text of the Business Corporations Law 
General Corporation Law, Stock Corporation 
Law, Sections of the Tax Law Applicable 
Thereto, Stock Transfer Tax Act, Uniform 
Stock Transfer Act, Blue Sky Laws, Articles 
of general application of the Membership 
Corporations Law, Legal Recording and Fi!- 
ing Fees, A Synoptic Analysis and Complete 


Index. 
PRICE $2.00 
United States Corporation Company 
150 Broadway, New York 
Telephone Rector 4460 











About the Japan Advertiser 
The Only American Daily in Japan 

















PRINCE AND PRINCESS 
WED IN ACCORDANCE 
WITH ANCIENT RITES 

















It has the largest circulation of any English language 
daily in the Far East. 


It has more than double the combined paid circulation 
of all the other English language dailies in Japan. 


It has its own exclusive correspondents at all impor~ 
tant centers in the Far East. 


It has its own direct cable news service from the 
United States and Europe, and also receives every 
reliable news service available in the Far East. 


It carries the largest volume of paid advertising of 
any daily, vernacular or foreign, in Japan. 


It is read by the most influential people in Japan, 
Korea, North China and Siberia. 


It is edited and published by B. W. Fleisher, who 
also publishes The Trans-Pacific Weekly. 


American Office 
342 Madison Avenue 
New York 
JOSEPH P. BARRY, General Manager 




















“Trust Companies 
of the 
United States ” 
23rd Annual Edition 


All trust companies will shortly receive our 
requests for statements and other data to be 
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tance Bank, New York have recently sailed banking department for ratification of the 
for Europe. change of its name to the Great Neck Trust 


Company. 
THIRD BRANCH FOR NATIONAL 
CITY TELEPHOTO NOW USED BY BANKS 


The National City Bank, New York, re- The Bank of the Manhattan Company, 
cently opened its third local branch, at New York, the Irving Bank-Columbia 
Ninety-sixth street and Broadway, New Trust Company, New York, and the Federal 
York. Reserve Bank of New York are experiment- 

MULHAUSEN’S LOYALTY ing in transmitting photographs of checks 
REWARDED by telegraph. Such telegraphing of photos 
of checks has already been very successful 

Charles W. Mulhausen who has been with between New York and Chicago. The actual 
the Central Savings Bank of Manhattan, transmission covers about seven minutes, but 
New York for fifty years, was promoted on the photographic work necessary thereto 
the anniversary of the fiftieth year of serv- makes the operation cover about an hour 
ice from the position of comptroller to and a half. 
vice-president. The promotion was an- In the checks so far transmitted, the 
nounced at a gathering of the employees, signatures have come out very distinctly, 
when Mr. Mulhausen was presented with a as well as figures and all other marks on 
grandfather’s clock and an engrossed testi- the paper. 
monial to his faithfulness and loyalty to the 
bank. ‘le was 71 years old on June 21. AGNES REPPLIER ON BANKS AND 

BANKING 


BANE CHANGES NAME The May number of the Corn Exchange 


The |-.nk of Nassau County, Great Neck monthly publication of the Corn Exchange 
Station. New York, has applied to the state National Bank of Philadelphia, includes sev- 
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A view of the interior of the new branch of the U. S. Mortgage and Trust Co., New York, recently 
opened at Lexington avenue and Forty-seventh street, and noted in these columns in May 


eral articles of unusual interest. Prominent 
among these is “Banks and Banking” by 
Agnes Repplier, one of America’s most ac- 
complished essayists. Miss Repplier traces, 
in most readable fashion the development 
of banks and banking through the past gen- 
eration up to the present. She recalls the 
incident from the old melodrama “Cheer! 
Boys, Cheer!” where the rich Australian 
lady determined: “To withdraw her account 
from the Bank of England because it was so 
dirty. She argued that an institution which 
would not clean itself up was no fit place for 
a woman’s money; whereas the English felt 
that dinginess was the hallmark of con- 
servatism. Every inch of grime on the face 
of a national bank was an added guarantee 
of security. 

“This is a familiar note in the literature 
of England. When Trollope wants to 
emphasize the authority of a very learned 
counsel, like Mr. Dover in ‘The Eustace 
Diamonds, he takes pains to lodge him in 
dim and dusty chambers. When Dickens 
wants to satirize the gullibility of the British 


public he paints in fantastic phrases the 
splendors which deceive them. The massive 
marbles and shimmering plate glass of the 
Anglo-Bengalee Loan and Life Insurance 
Company in ‘Martin Chuzzlewit’ stand for 
bankruptcy. The very clock and coal scut- 
tles, the lettering of the circulars, and the 
buttons on the porters’ waistcoats shriek 
their warnings to the wise.” 


NEW HEAD OF CENTRAL TRUST, 
HARRISBURG 


William M. Donaldson has resigned as 
president of the Central Trust Company, 
Harrisburg, Pa., and John F. Dapp has been 
elected to succeed him. H. O. Miller was 
elected vice-president, to succeed Mr. Dapp. 


BOOKLET ON ELECTRICAL 
REFRIGERATION 


Noyes and Jackson, New York, have pub- 
lished an interesting booklet on the oppor- 


tunities for investment offered by the 
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por- 
the 


THE BANKERS MAGAZINE 


rapidly growing electrical refrigeration in- 
dustry, with special reference to the 
Kelvinator Corporation. 


SAFE DEPOSIT ASSOCIATION 
CONVENTION 


At the recent convention of the National 
Safe Deposit Association, held in Atlantic 
City, Miss Marjorie E. Schoeffel, of the 
Plainfield Trust Company, Plainfield, N. J., 
urged widespread and consistent advertising 
through human interest stories to teach the 
public the value of safe deposit boxes. H. 
T. Magruder of New York City discussed 
the unjustness of the present inheritance 
tax laws. An advisory council of the asso- 
ciation was formed to consolidate the various 
state associations. 


COUSE RETURNS FROM EUROPE 

William J. Couse, president of the Asbury 
Park Trust Company, Asbury Park, N. J., 
has returned from a trip through Scotland, 
England, France, Switzerland. During his 
absence, Mr. Couse was elected a member 


of the executive committee of the New 
Jersey Bankers Association. 


& 


New England States 


Comprising Maine, New Hampshire, Ver- 
mont, Massachusetts, Connecticut and 
Rhode Island. 


MANUFACTURERS NATIONAL BANK 
ISSUES MONTHLY LETTER 


The Manufacturers National Bank, Bos- 
ton, Mass., has begun the publication of a 
monthly survey ‘of economic conditions 
called “Business and Banking.” The first 
issue contains a review of New England 
business activity, including money and 
bankiny, wholesale and retail trade, com- 
modity prices, and employment conditions; 
a summary of national business conditions; 
and, on the final page, a letter from the 
president of the bank, Walter M. Van Sant. 


WHIPPLE RESIGNS 


Harry W. Whipple, for twelve years 
Presider. of the New Haven Merchants 
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National Bank of Girard 
Girard, Pa. 


Now being erected of In- 


diana limestone, of strictly } 


fireproof construction, as fine 
a structure as can be found 
anywhere. 


Equipped with Imported 
Marble counter, Bronze screen, 
Mahogany furniture and round 
door to vault. 


Further particulars if you 


will write us. 


Morgan, French & Co., Inc. 


c Architects and Bank Engineers 


19 West 44th Street . New York 


Bank, New Haven, Connecticut, has _re- 
signed. The directors accepted his resigna- 
tion with a resolution of regret. 

Samuel A. York has been elected presi- 
dent as successor to Mr. Whipple. 


PROUTY HEADS BOSTON CASHIERS 


At the annual meeting of the Boston 
National Bank Cashiers’ Association, held 
on June 2, the following officers were elect- 
ed: president, John E. Prouty, assistant 
cashier of the Atlantic National Bank; 
vice-president, Herbert E. Stone, assistant 
cashier of the Second National Bank; secre- 
tary, Ernest H. Moore, assistant vice- 
president of the National Shawmut Bank; 
treasurer, Walter M. Kingman, of the 
Merchants National Bank. 


NATIONAL ROCKLAND MOVES 

The National Rockland Bank of Rox- 
bury, Mass., has changed its name to the 
National Rockland Bank of Boston, due to 
moving its main office from Roxbury street 
to the State Mutual building on Congress 
street. 

The stockholders have ratified an increase 
in the capital stock from $300,000 to $1,000,- 
000 through the issuance of 7000 shares of 
stock at $350 a share. The number of di- 
rectors has been increased from fifteen to 
twenty. 

Robert G. Rugg, formerly with the Na- 
tional Shawmut Bank, has been elected a 
vice-president of the National Rockland 
Bank. 


ENGLAND BANKERS 
CONVENTION 


NEW 


The annual convention of the New Eng- 
land Bankers Association was held at 
Swampscott, Conn., on June 5 and 6. The 
several state associations held their annua 
meetings, and a joint banquet was held with 
an attendance of several hundred. William 
E. Knox, president of the American Bank- 
ers Association delivered an address oD 
“Effect of Coolidge Economy.” 

Governor W. P. G. Harding of the Bos 
ton Federal Reserve Bank presided at the 
joint sessions of the convention, and there 
were addresses by Senator Carter Glass of 
Virginia, and Director of the National 
Bureau of the Budget H. M. Lord. 
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NEW SAVINGS BANKS ASSOCIATION 
OFFICERS HAROLD A. DANNE 
At the convention of the National Asso- ELECTR 
ciation of Mutual Savings Banks, held at IC 
Poland Spring, Me., June 17-19, the follow- LIGHT — POWER 
ing officers were elected: president, E. A. 
ERS Richards, president East New York Savings o er aa ae See OF 
Bank, Brooklyn, N. Y.; executive vice-presi- 
oston dent, Milton W. Harrison, trustee Bowery 
held Savings Bank, New York; vice-president, 
elect- Harry P. Gifford, vice-president and treas- 
‘stant urer Salem Five Cent Savings Bank, Salem, 
Sank; Mass.; executive secretary, F. L. Rimbach, 
‘stant New York; treasurer, John H. Dexter, 
secre- Society for Savings, Cleveland, O. 
vice- 














Mr. Chambers was born in 1884, in Toms 
River, New Jersey, and educated in the 
Dwight Grammar School, New Haven, Conn. 
He is also a graduate of the American 
Bank; CHAMBERS HEADS CONNECTICUT Institute of Banking. He began his bank- 
f the BANKERS ing career with the City Bank of New 


R. E. Chambers, cashier of the Ansonia 
National Bank, Ansonia, Conn., was elected 
ES president of the Connecticut Bankers Asso- 


ciation at their recent convention. 
Rox- 
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Automobile Finance 
— 300 Walnut Street 


eld at Philadelphia R. E. CHAMBERS 

6. The Cashier Ansonia National Bank, Ansonia, 
annua Conn., recently elected president of the 
Jd with Connecticut Bankers Association 
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Haven, Conn., in 1904 as a junior clerk, 
advanced steadily to assistant cashier in 


he Bos- 1915, when the City Bank became the New 


1 at the The mame Hare & Chase has Haven Bank, N. B. A. In 1918, he left 
.d_ there ‘ifty-eight years of business 


: mere the New Haven Bank, N. B. A., to become 
Glass of prestige behind it | cashier of the Ansonia National Bank, An- 
\ ational 








sonia, Conn., which position he now holds. 
He was elected a director this year. 
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THE FIRST NATIONAL BANK 
OF RICHMOND, VIRGINIA 


with 
EXPERIENCE — Over 


STRENGTH — Capital and Surplus 


OFFICERS— Experienced, capable and 


invites your business 


Old Pirst 
Eat. 1865 


The 





Resources over $33,000,000 


fifty - nine 


years 
$4,000,000.00 


well versed on conditions 
and credits thruout this 
territory : 


JOHN M. MILLER, JR. 
President 








Southern States 


Comprising the District of Columbia, Mary- 


land, Virginia, West Virginia, North 
Carolina, South Carolina, Georgia, Florida, 
Alabama, Mississippi, Louisiana, Texas, 
Arkansas, Kentucky and Tennessee. 


CONVENTION DATES 
Kentucky—at Louisville, September 15-16. 


Investment Bankers Association—at St. 
Petersburg, Florida, December 2-5. 


NEW MORRIS PLAN BANK 


The Morris Plan Bank of - Washington, 
D. C., organized with a capital of $200,000 
and surplus of $50,000, has succeeded the 
Fidelity Savings Company, which has oper- 
ated in Washington on the Morris Plan since 
1912. 


LARGE INCREASE IN FLORIDA 
CLEARINGS 


Some idea of the rapid growth of Florida 
is gained from the bank clearings for 
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Miami, which amounted to $301,331,236 for 
the first five months of 1925 as compared 
with $86,452,110 for the corresponding 
period of 1924 and $212,353,780 for the en- 
tire twelve months of 1924. 


FITZGERALD SUCCEEDS TALBOTT 


W. R. Fitzgerald has been elected presi- 
dent of the American National Bank, Dan- 
ville, Va., to succeed Frank Talbott, who 
resigned on account of impaired health. 


ROANOKE A. I. B. ELECTIONS 


The following officers have been elected 
for the ensuing year for the Roanoke, V4 
Chapter of the American Institute of Bank- 
ing: president, D. P. Hylton of the Ameri- 
can National Bank; vice-president, Homer 
Peck of the Colonial National Bank; secre- 
tary, L. M. Peery of the National Exchange 
Bank; treasurer, E. Airheart of the First 
National Bank. 


WELCH HEADS TEXAS BANKERS 


Francis H. Welch, president of the First 
National Bank, Traylor, Texas, was elected 














Established 1837 


ADRIAN H. MULLER & SON 


55 WILLIAM STREET 


(Corner of Pine Street, New York) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
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president of the Texas Bankers Association 
at the close of the annual convention in 
Houston. Other officers elected were treas- 
urer, Owens W. Sherill of Georgetown, and 
secretary, J. W. Philpott, Jr., of Dallas. 

The convention next year will be held in 
Galveston. 


NEW PRESIDENT OF ROME BANK 


S. H. Smith has been elected president of 
the Exchange National Bank, Rome, Ga., to 
succeed the late O. Willingham. 


BALTIMORE A. I. B. OFFICERS 


New officers of the Baltimore Chapter of 
the American Institute of Banking recently 
elected are: president, John H. Horst, assist- 
ant treasurer of the Central Savings Bank; 
vice-president, John R. Crunkleton; secre- 
tary, William M. Farley; and treasurer, 
John W. Backer. 


MERCANTILE NATIONAL, DALLAS, 
ABSORBS COMMERCIAL STATE 


The Commercial State Bank of Dallas, 
Texas, with a capital stock of $200,000 has 
been merged into the Mercantile National 
Bank. The Mercantile National increased 
its capital stock from $750,000 to $1,000,000 
to complete the merger. R. L. Thornton is 
president of the Mercantile National, which 
Was organized only a few years ago, and has 
had a very rapid growth, from an original 
capital of $50,000. 


DALLAS RESERVE BANK OFFICERS 


Lymn ?. Talley, formerly Federal Reserve 
Agent a! Dallas, has been elected governor 


of the Dallas Federal Reserve Bank, to suc- 
ceed B. A. McKinney. Mr. McKinney re- 
signed in order to return to the American 
Exchange National Bank, Dallas. 

R. B. Coleman has been promoted from 
cashier to deputy governor, to succeed Val 
J. Grund, who recently resigned to become 
vice-president of the Citizens Banks, Los 
Angeles, Calif. 
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Middle States 


Comprising Ohio, Indiana, Illinois, Michigan, 
Wisconsin, Minnesota, lowa and Missouri. 


CONVENTION DATES 


American Institute of Banking—at Kan- 
sas City, Mo., July 14-17. 

National Association of Superintendents 
of State Banks—at St. Paul, Minn., July 
21-23. 

Indiana—at West Baden, Sept. 16-17. 

Financial Advertisers’ Association—at Co- 
lumbus, O., October 14-16. 


O'LEARY HEADS CHAMBER OF 
COMMERCE 


John W. O’Leary, vice-president of the 
Chicago Trust Company was recently elect- 
ed president of the United States Chamber 
of Commerce for the ensuing year. Mr. 
O’Leary was born in Chicago in 1875, edu- 
cated in the Chicago public schools, Armour 
Institute of Technology and Cornell Univer- 


© warris & Ewina 
JOHN W. O’LEARY 
Vice-president Chicago Trust Company, recently 
elected president of the U. S. Chamber of 
Commerce 


sity. He began his business career in 1899 
as a mechanical engineer with Arthur . 
O’Leary, which later became Arthur 
O’Leary & Son Co., with Mr. O’Leary 
president. He has been a vice-president 
the Chicago Trust Company since 1919. One 
of his first duties in the new office will be to 
attend the meeting of the International 
Chamber of Commerce in Brussels. 


OHIO BANKERS ASSOCIATION 
OFFICERS 


At the annual convention of the Ohio 
Bankers Association held in Columbus, Ohio. 
recently the following officers were elected: 


W. R. GREEN 
Vice-president Guardian Trust Company, Cleve- 
land, O., recently elected president of the 
Ohio Bankers Association 


president, W. R. Green, vice-president of the 
Guardian Trust Company, Cleveland; vice- 
president, W. A. Ackerman cashier of the 
Knox County National Bank, Mt. Vernon; 
treasurer, H. M. Davies, vice-president and 
cashier of the Commercial Bank, Delphos. 


NEW OFFICERS DETROIT A. |. B. 


The following officers of the Detroit Chap- 
ter of the American Institute of Banking 
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GERDES 


METHOO 


a “Cooked” Air 


r J. 





. “Cooked” air is the term used by scientists for the devitalized product of 
y 3s ventilating systems of the usual type. 

it of The Smithsonian Institution at Washington, the Government Scientific 
One Bureau, has stated that one-third the deaths in the United States are caused by 
ve to respiratory diseases due to bad heating and ventilation; or, in other words, due 
ional to “cooked” air in one form or another. 

Nevertheless, “cooked” air is the fashion; monumental buildings are evidently 
not considered in good taste unless the air in them is thoroughly devitalized, and 
even the humble home has its pipeless furnace. 

By the Gerdes Method of Ventilation healthful and invigorating unheated 
fresh air is diffused without causing draft or chill. The cost of a Gerdes System 
or of an Electric Window Ventilator is repaid many times in increased efficiency 


and better health. 


on request. 








Results are unequivocally guaranteed. Reports and proposals made without 
obligation or charge. Booklet containing references of the highest character sent 


Theodore R. N. Gerdes, M. E. 


Engineer, Manufacturer, Contractor 


105-107 Bank Street, New York City 
Telephone Watkins 2893 


GERRES 

















have been elected for the ensuing year: 
president, Cecil Hunt, Detroit Savings 
Bank; vice-president, Samuel Rubiner, First 
National Company; secretary, George Cilley, 
Dime Savings Bank; treasurer, Earl Failor, 
Peoples State Bank. 


NEW FEDERAL RESERVE BANK 
BUILDING IN ST. LOUIS 


On June 18, its tenth anniversary, the 
Federal Reserve Bank of St. Louis formally 
opened its new building. The guests of 
honor included D. R. Crissinger, governor 
of the Federal Reserve Board; John Perrin, 
chairman of the Federal Reserve Bank of 
San Francisco; and William A. Heath, chair- 
man of the Federal Reserve Bank of Chi- 
cago. Over 300 bankers attended the cere- 
monies. The program consisted of an in- 
formal reception and trip through the build- 
ing, a boat trip on the steamer J. S., and 
a horse show and military exhibition at 
Jefferson Barracks. 

John G. Lonsdale, president of the Na- 
tional !'.ank of Commerce in St. Louis, was 
chairm:: of the special committee in charge 
of the srrangements. The committee also 
include’ R. S. Hawes, vice-president of the 


First National Bank in St. Louis; George 
W. Wilson, vice-president of the Mercantile 
Trust Company; J. Sheppard Smith, presi- 
dent of the Mississippi Valley Trust Com- 
pany; and W. B. Weisenburger, vice-presi- 
dent of the National Bank of Commerce in 
St. Louis. 


ILLINOIS MERCHANTS TRUST NEW 
DIVISION 


The Illinois Merchants Trust Company, 
Chicago, Ill., has established a government 
securities division in their bond department. 
The new division is in charge of J. H. 
Rumbaugh, who was formerly in charge of 
the government bond department of the 
Federal Reserve Bank of Chicago. 


NEW PRESIDENT FOR LIBERTY 
CENTRAL 


F. E. Gunter has been elected president 
of the Liberty Central Trust Company, St. 
Louis, to succeed W. N. Bemis. Mr. Gunter 
was born near Europa, Mississippi in 1879, 
and is a graduate of Millsaps College. He 
served as vice-president of the Merchants 
Bank and Trust Company, Jackson, Miss., 
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and as chairman of the board of bank com- 
missioners of Mississippi. In 1918 he be- 
came executive vice-president of the Canal- 
Commercial Trust and Savings Bank of New 
Orleans, La., the largest bank in the South, 
and held that position when elected president 
of the Liberty Central. 


DAYTON BANK MERGER 


The merger of the Dayton National Bank, 
Dayton, Ohio, with the City National Bank, 
gives the City National total resources of 
over $19,000,000. The merger was effective 
July 1 but the actual consolidation will not 
take place until July 15. 

The City National Bank was organized in 
1814 under the name of the Dayton Manu- 
facturing Company. In 1831 the name was 
changed to the Dayton Bank. In 1834, it 
became a branch of the Ohio State Bank, 
and in 1865 it became the Dayton National 
Bank under the national bank act. The 





Bank of Charleston 


National Banking Association 


Charleston, S.C. 


Established 1834 


The Bank of Charleston succeeded 
to business of liquidating branch 
Bank of the United States. 


Capital and Surplus . 


$1,500, 000.00 
$12, 500, 000.00 


name was changed again in 1883 to the 
City National Bank, as it now stands. 


WATTS RETURNS FROM EUROPE 


F. O. Watts, president of the First Na- 
tional Bank in St. Louis has recently re- 
turned from a trip to Europe, where he 
visited France, Palestine, and Egypt. 


CHICAGO A. I. B. ELECTIONS 


The Chicago Chapter of the American In- 
stitution of Banking has elected the follow- 
ing officers, to serve for the coming year: 
president, William B. Applegate of the 
Illinois Merchants Trust Company; vice- 
president, Frank R. Surda of the Pioneer 
Trust and Savings Bank; and treasurer, 
William H. A. Johnson of the Continental 
and Commercial Trust and Savings Bank. 


NEW OFFICE FOR UNION TRUST 


On July 1, the Union Trust Company, 
Cleveland, opened its eleventh office, at 
Euclid avenue and Taylor road. W. L. Arm- 
strong, who has been with the Union Trust 
Company since 1902, has been promoted from 
the real estate loan department to assistant 
treasurer in charge of the new office. 


COMMUNITY TRUST IN CLEVELAND 


The Cleveland Welfare Federation has 
petitioned the Cleveland Trust Company to 
amend the constitution of the Cleveland 
Foundation, so as to permit the participa- 
tion of other banks and trust companies # 
trustees. The Cleveland Trust Company 
created the Cleveland Foundation, which was 
the first of the community trusts, in 1914, 
and has since been its sole trustee. ‘The 
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HE extensive alterations and additions to the interior and exterior of the 
Bristol Trust Company, Bristol, Conn., have provided this bank with the 


most modern banking facilities. 


The attractive exterior design has been carried out in white marble while the in- 
terior combines that expression of welcome and refinement necessary for a banking 


‘The Griswold Building Company, Inc. 


SPECIALISTS IN 
Designing—Building—Equipping 
BANKS 


home. 


101 Park Avenue, New York, N. Y. 








idea of multiple trustees for a community 
trust is a fairly recent development. 


DEFICIT IN MISSISSIPPI GUARANTY 
FUND 


A recent statement issued by the superin- 
tendent of banks of Mississippi shows an 
apparent deficit in the deposit guaranty 
fund of $1,337,623. F. T. Ransom, presi- 
dent of the First National Bank of Green- 
wood, Miss., cites this as an example of the 
effect of placing a premium on unsound 
banking, as is done when a guarantee of 
bank deposits is established. 


FOREMAN BANK BUYS SITE FOR 
FUTURE HOME 


The Foreman National Bank has pur- 
chased the fourteen-story Chamber of Com- 
merce building at the southeast corner of 
Washinton and La Salle streets as the site 
of its future home. 

Althongh the consideration is not dis- 


closed, the property was recently on the 
market at a price of $3,500,000. 

The purchase is an index of the remark- 
able development of the Foreman banks to 
a combined capital, surplus and undivided 
profits in excess of $10,000,000 and deposits 
over $75,000,000 which have been acquired 
without consolidations. 

“We feel,” said Oscar G. Foreman, chair- 
man of the board of the Foreman banks, 
“That because our institution is making such 
rapid strides and because it is constantly 
becoming more difficult to obtain a suitable 
banking location, we could no longer post- 
pone the selection of a site to which we could 
move, or upon which we could erect a 
structure for our purposes, should it become 
necessary. 

“However, in all likelihood, we will re- 
main where we are as long as it is feasible. 
Our purchase is really made solely as an 
insurance policy, so to speak, to protect our- 
selves against an impossible situation, should 
we be compelled to vacate our present quar- 
ters. It is our purpose to continue to rent 
the space in the Chamber of Commerce 
McLaughlin and Oscar G. Mayer, in addi- 
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Central 
Located and equipped to 


render satisfactory service 
to banks throughout the 
country. 










Founded 1890 





Resources over 


$50,000,000 


Central 


National Bank 


Savings & Trust Co. 
of Cleveland 










building to the tenants now in possession, 
just as has been done by the former 
owners.” 

Gerhard Foreman founded the business 
now conducted by the Foreman Banks over 
sixty years ago and in 1885 turned over the 
business to his sons. In 1897 a state bank 
named the Foreman Brothers Banking Com- 
pany was incorporated with the late Edwin 
G. Foreman as president. Deposits were 
less than one million dollars. In 1923, the 
Foreman National Bank and the Foreman 
Trust and Savings Bank were formed to 
increase the bank’s facilities and broaden 
the scope of work. 

Among the bank’s directors are many of 
Chicago’s most prominent citizens: William 
H. Finley, Albert D. Lasker, William C. 
Cummings, Delos W. Cooke, John Hertz, 
Charles A. McCulloch, Emil Seip, Joseph W. 
Cremin, John R. Thompson, Jr., Samuel 
Phillipson, L. B. Patterson, George D. 





THE BANKERS MAGAZINE 


Harold E. 
Foreman, George N. Neise, Alfred Foreman, 
Gerhard Foreman, and Edwin G. Foreman, 
Jr., who are active in the conduct of the 


tion to Oscar G. Foreman, 


bank’s affairs. The stock of the Foreman 
banks is owned by more than 850 persons, 
The personnel of the bank consists of thirty- 


& 


Western and Pacific 
States 


Comprising North Dakota, South Dakota, 
Nebraska, Kansas, Montana, Wyoming, 
Colorado, New Mexico, Oklahoma, Wash- 
ington, Oregon, California, Idaho, Utah, 
Nevada, Arizona and Alaska. 


CONVENTION DATES 
Montana—at Glacier Park, July 11-13. 
New Mexico—at Las Cruces, September 

21-22. 
DEPOSIT GUARANTY PLAN IN 
NEBRASKA 
Thirty-three state banks are now being 
operated by the Nebraska state guaranty 


fund commission, and the commission plans 
to take over twenty-five more. 


HUNTOON PRESIDENT CALIFORNIA 
BANKERS ASSOCIATION 
Joseph E. Huntoon, president of the 
Peoples Bank, Sacramento, Calif., was elect- 
ed president of the California Bankers 
Association at its recent convention at 
Santa Barbara. 


LOS ANGELES A. I. B. ELECTION 


The Los Angeles Chapter of the American 
Institute of Banking has elected the follow- 


STEEL-STRONG 
COIN COUNTING MACHINES 
COIN WRAPPERS AND BILL STRAPS 
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ing officers to serve during the ensuing year: 
president, C. L. Hogan of the Farmers 
and Merchants National Bank, Los Angeles; 
vice-president, D. M. Tussing; and second 
vice-president, R. L. Odhner. 


INDEPENDENT BANKERS ELECT 
SEGERSTROM 


Charles H. Segerstrom, cashier of the 
First National Bank, Sonora, Calif., has 
been elected president of the California 
League of Independent Bankers, which was 
originally organized to oppose branch bank- 
ing. 


TWO NEW BRANCHES FOR 
BANK OF ITALY 


The Bank of Italy, San Francisco, Cal., 
has purchased control of the First National 
Bank and the Central Savings Bank, both 
of Lodi, Cal. 


GRUND JOINS CITIZENS BANKS 


Val. J. Grund, formerly deputy governor 
of the Federal Reserve Bank of Dallas, Tex., 
has been elected vice-president and comp- 
troller of the Citizens National Bank, Citi- 
zens ‘Trust and Savings Bank and the Citi- 
zens National Company, Los Angeles, Cal., 
which have combined resources of over 
$110,000,000. 

Mr. Grund was born in St. Louis, Mo., 
and educated in the public schools of that 
city. He was with the Merchants Laclede 
National Bank for about thirteen years, 
when he became chief clerk and examiner 
for the chief national bank examiner of the 
eighth district. In 1919 he became a mem- 
ber of the examining staff of the Federal 
Reserve Board, serving there until elected 
general auditor of the Federal Reserve Bank 
of Dallas in January, 1922. In March of 
the same year, he was promoted to second 
deputy governor, which position he held until 
elected! vice-president of the Citizens banks. 


!NCOLN TRUST, SPOKANE, 
CHANGES HANDS 


The Guarantee and Loan Company, Port- 
land, “‘ve., has purchased control of the 
“ince. Trust Company, Spokane, Wash. 


Use these 
tested plans 


to increase your 
bank’s deposits 


ECAUSE we serve over one-third of 
the banks in Amer- Hs 
ica, we have come to SUPER SAFEr i 
act as a clearing house 
for new ways of in- 
creasing deposits. To- 
day we are making it SANK CHECK 


an important part of our service. 


It was to help build business that we 
first offered banks the plan of providing 
their customers with checks protected 
against fraud—Super-Safety Bank Checks. 


Now to bring banks new business, a 
nation-wide program reaching 20,000,000 
people is appearing in leading national 
magazines. It is showing in a powerful way 
how banks help men and women become 
independent. How a checking account makes 
money go farther. Why a service charge is 
justified. How one’s bank is his strongest 
business connection. 


Then, so that you may take full advantage 
of this national campaign in your own com- 
munity, advertisements have been prepared 
for you to use in your local newspapers. 
This advertising is the work of one of the 
largest advertising organizations in America, 
whose services would not be available to 
you in any other way. 


These local advertisements have already 
been tested and proved successful. Now 
you may use them without charge to in- 
crease your business. With them will come 
tested business building plans which you can 
also adapt to your own locality. Write now 
for detailed information. 
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THE TODD COMPANY 
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§.S.“‘Fort Hamilton” 


will make 4 unusually 
attractive yachting 
cruises (no freight). 
Sailing from New York 

JULY 11-25 

AUGUST 8-22 
Stopping One day each 
way at Halifax. Two 
days at Quebec. 
Sailingthroughthe North- 
umberland Straits, Gut 
of Canso, the Saguenay 
River, thence-on to Que- 
bec. Magnificent scenery, 
smooth water, cool wea- 
ther. The ship has spa- 
cious promenade decks 
and all deck games, many 
rooms with bath, finest 
cuisine, etc. Orchestra for 
dancing. 

No passports required. 
The round trip occupies 
12 days, rate $150 and 
up, or one way to Que- 
bec, 5 days, 380 and up. 


For illustrated literature address 
FURNESS-BERMUDA LINE 


34 Whitehall St., N. Y., or any Tourist Agent 


Tru 























Dominion of Canada 


Nova Scotia, New Brunswick, Quebec, On- 
tario, Manitoba, Saskatchewan, Alberta, 
British Columbia, Newfoundland, Prince, 
Edward Island and Yukon. 


ECONOMIC CONDITIONS IN CANADA 
By J. W. Tyson 


With generally encouraging conditions as 
regards the 1925 crop outlook, particularly 
in Western Canada, confidence in the agri- 
cultural situation is maintained. There has 
been an unusual amount of moisture and the 
wheat crop went in under favorable condi- 
tions. Growth is a couple of weeks ahead 
of last year and has been aided by favorable 
rains. Acreage shows little change. Of 
course a number of things may happen to 
the growing crop and a great deal depends 
on the level which the fluctuating price 
finally assumes, but at this stage it looks 
like a profitable year for the farmer and 
this is a highly important factor in the 
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business situation. The outlook too, from 
the Canadian standpoint, is improved by the 
unsatisfactory reports coming from the 
wheat growing States. Also it is being 
pointed out that the wheat surplus is ma- 
terially smaller than was the case last year 
at this time, at least in so far as the North 
American continent is concerned. On the 
basis of comparative exports it is estimated 
that Canada’s customers are short nearly 
70,000,000 bushels in so far as Canadian 
wheat is concerned compared with a year 
ago. Agricultural prospects in eastern Can- 
ada are also satisfactory. 

However, it is evident that the improved 
position of the farmer, so far, has been re- 
flected in the discharge of obligations rather 
than in new buying. Both wholesale and 
retail trade are being conducted on a con- 
servative scale, and only some of the manu- 
facturing industries are benefitting in 4 
substantial way. However, there is a grow- 
ing conviction that conditions industrially 
are perhaps closer to normal than those 
who are looking for a return of the boom 
times of a few years ago are ready to admit. 
There can be no doubt but that the agri- 
cultural industry is on a sounder basis than 
for some years, and that is a great funda- 
mental factor. 

So far as industrial operations are con- 
cerned, most manufacturing plants are some- 
what busier than they have been and there 
is improvement in the employment situation 
The index figure, as compiled by the Bureau 
of Statistics, Ottawa, during May improved 
to 90.8 per cent. as compared with 87.2 per 
cent. in April. The change is in keeping 
with the regular seasonal opening up of out- 
door activities but it indicates that condi- 
tions are fairly normal. The general state 
of employment, however, is not at as high 
a level as it was at this time last year, al- 
though the ratio of improvement is greater 
as compared with winter months. The 
chief contributors to the May improvement 
were manufacturing and construction, ani 
some slight expansion took place in trans 
portation and mining. Mining operations 
are in full swing all over the country and 
with the exception that there are bad condi- 
tions in the coal fields in Nova Scotia whert 
there has been a serious tie-up through 
strikes, the mining situation as a whole 
quite prosperous. The pulp and paper 
dustry continues active. The lumbering sit- 
uation is, however, very unsatisfactory and 
operators report that prices are s0 low 
that most contracts are carried out at a loss 
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The following are indicators of current 
Canadian conditions: car loadings this year 
are showing a decline of something over 3 
per cent., which is explained in the fact 
that grain receipts for the season from 
August 1924 to May 1925 are down about 
35 per cent. on account of the smaller crops; 
building, as reflected by building permits, is 
showing an increase of about 10 per cent.; 
bank clearings are about 10 per cent. higher, 
despite the mergers which have taken place 
and which have a tendency to cut into the 
clearing figures; savings deposits are more 
than 6 per cent. higher than a year ago; 
current loans by the banks show a reduc- 
tiontion of about 9 per cent.; the net 
Dominion debt shows a reduction of about 
2 per cent. compared with a year ago; as 
the result of the reduced grain movement 
and car loadings, earnings of the railroads 
show considerable reduction; balance of 
trade for the twelve months ending with 
April showed a marked improvement being 
more than 75 per cent. higher than for the 
year ending with April 1924. 

Not only have the unsettled prices in the 
grain markets shown a tendency to become 
firmer but commodity values generally are 
strengthening after the declines of recent 
months. In this respect the Canadian mar- 
ket is generally a reflection of the situation 
in the United States. The fact that the 
price movement in Canada is led by grain 
and live stock is regarded as a favorable 
factor. The restoration of ‘the pound 
sterling to par should heip export business 
in grain and other farm products with Eng- 
land, while at the same time the general im- 
provement in European currencies should 
facilitate business with those countries de- 
sirous of supplementing their own food sup- 
plies with Canadian wheat. Another factor 
for improvement in export business is the 
re-establishment of the McKenna duties 
which should mean a resumption of the im- 
portant export business in automobiles 
which was being developed when these duties 
were suspended by the labor government. 

The marked improvement in Canada’s 
balance of trade referred to above is in a 
large degree accounted for in increased ex- 
ports which, during the last fiscal year, ex- 
panded! from $1,045,000,000 to $1,069,000,000, 
largely accounted for by farm products. 
Despit. the decline in the grain yield, 
agricu''re and vegetable products exported 
Tose from $431,000,000 to $443,000,000, and 
anima! »roducts from $140,000,000 to $163,- 
000,00 In fact, farm products increased 
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part of the world 


Foreign Exchange Bought 
and Sold 
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Letters of Credit 


Correspondence and 


inquiries invited 


Capital - $3,000,000 
Surplus and 
Profits - 9,000,000 
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by $35,000,000, while the total net increase 
was less than $24,000,000. Imports into Can- 
ada during the year dropped by $96,000,000, 
being chiefly accounted for by iron and iron 
products, which declined nearly $40,000,000. 
Purchases from the United States declined 
by about $90,000,000. From the industrial 
standpoint, it is being pointed out, however, 
that the improvement in the balance of trade 
may not be so favorable as it seems at first 
glance because, owing to industrial condi- 
tions in this country, imports of raw ma- 
terials are being greatly curtailed. Analysis 
of the figures to distinguish between imports 
of raw materials and completely and partly 
manufactured products is difficult, but 
there has been a considerable cut in imports 
in the steel industry. 

While it is recognized that the return of 
England to a gold basis will help British 
purchasers in Canada, there are differences 
of opinion in financial circles as to whether 
Canada should return to the gold standard 
immediately. Sir Vincent Meredith, presi- 
dent of the Bank of Montreal in an inter- 
view on his return from Great Britain re- 
cently, stated that he is strongly convinced 
that Canada should await, the evolution of 
the true gold basis, namely, a less unfavor- 
able balance of trade with the United States 
“or some other at present undisclosed con- 
dition which would render it safe and de- 
sirable for Canada to take the risk.” On 
the other hand the heads of the Royal Bank, 
following a careful analysis of the prob- 
able consequences of Great Britain’s return 
to the gold standard, take the stand that it 
would be to Canada’s advantage for this 
country to return to the gold standard, be- 
cause resumption could be adjusted without 
any difficulty, since Canadian currency has 
been close to par for some time. 

Sir John Aird, president of the Canadian 
Bank of Commerce, and president of the 
Canadian Bankers’ Association, in address- 
ing the convention of the Canadian Manu- 
facturers’ Association at Hamilton, recently, 
expressed doubt as to whether it would be 
advisable to return to the gold standard at 
an early date. Sir John also took occasion 
to very strongly endorse the war finance act 
which was passed in Canada shortly after 
the outbreak of the war and which is still in 
effect. Under this act, the bank has had a 
rediscounting privilege with the Government. 
Sir John made the point that not only were 
the Canadian banks able, during the period 
of the war, to continue to grant industrial 
and commercial credits without increasing 
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Are You Interested in Canadian Trade? 


If so, this bank can be ot service to you. With Branches 
and direct connections in all important centres through- 
out the Dominion and a 
exclusively for their needs, Importers and Exporters can 
rely upon an unexcelled service. 


For turther particulars write 


Foreign Department 
Standard Bank of Canada 
TORONTO 


Foreign Department maintained 


$4,823,400 
3,051,110 
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their rates to any appreciable extent, but 
also that, as the result of the act, the banks 
had paid into the Government a total of 
$15,000,000, without any cost whatever to 
the people of Canada. He strongly urged 
that the war finance act should, in the na- 
tional interest, be continued. 

Just as the chain stores have successfully 
developed as competitors of the mail order 
houses, so now individual retailers are com- 
bining to lump their buying power in order 
to compete with the chain stores. One 
project for co-operative buying embraces 
500 Quebec and Ontario grocery stores. 
Already there is one organization of retail 
grocery establishments embracing 192 stores. 
The retail druggists already have a strong 
organization, and the movement is being 
actively taken up in the hardware field. The 
department stores have formed an organiza- 
tion called the Associated Department 
Stores of Canada, which is expected to em- 
brace some fifty stores; the smaller de- 
partment stores are already organized for 
buying purposes and the new organization is 
on an extended scale. 


NO STAMP TAX ON SMALL CHECKS 


Amendments to the Special War Revenue 
Act respecting stamp taxes in effect July 
1, provide for a definition of a check which 
will require the issuer of “wheat tickets” 
or “cream tickets” or other documents issued 
by a company to a farmer, negotiable at a 
bank, to affix on them a stamp. There will 


be a minimum stamp tax on foreign bills of 
$1.00. 


Under the amendment, a person can trans- 
fer an amount to his credit from one branch 
to another branch of the same bank. Money 
orders or travelers’ checks issued by “banks 
or any person” will, under the amendments, 
be subject to stamp tax. Checks not exceed- 
ing $5 will not require the stamp. 


GOVERNMENT AIDS DEPOSITORS 


The grant of the Dominion Government 
of $5,450,000 for the relief of Home Bank 
depositors will mean a distribution of ap- 
proximately 35 per cent. of the total sum 
involved. Depositors have already received 
25 per cent. of the total sum which was ad- 
vanced by the Canadian Bankers’ Associa- 
tion and most of which has been repaic 
through realization of assets. It is antici- 
pated that from the assets there will be 
an additional 5 per cent. to 10 per cent. for 
the shareholders, making a total of 60 per 
cent. to 65 per cent. total realization. 


HOW BANKS SERVE PUBLIC 


Referring to the public services rendered 
by the banks, Sir John Aird, president of 
the Canadian Bankers’ Asociation, in an 
interview during his recent visit to Western 
Canada, said: 

“The banks are long-suffering institutions 
and have not received as much credit as they 
have deserved for the service they have ren- 
dered the country, both in times of peace and 
in war time. For instance, during the war 
Canada was the only country in the world 
which did not raise its interest rate. Man- 
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ufacturers, retailers, farmers—in fact, the 
entire commercial population—continued to 
obtain bank credit at the same rate of in- 
terest as had previously obtained. ‘There 
was no signed agreement on the part of the 
banks that this should be so, but there was 
a verbal agreement, and it was rigidly car- 
ried out. The raising of the vast war loans 
was done through and by the aid-.of the 
banks, for which they received not even 
enough to pay their actual expenses. In 
fact, the entire financial arrangements the 
Dominion made, the war munitions board 
and all the various other operations, were 
carried out through the Canadian bankers 
and generally speaking, without profit to 
themselves.” 


AMALGAMATIONS WILL REDUCE 
CLEARINGS 


The bank debits to individual accounts, 
as reported to the Canadian Government 
Bureau of Statistics by the Canadian Bank- 
ers’ Association, in April, were $2,229,135,- 
033, which represents an increase of 11.2 
per cent. over March and 9.8 per cent. over 
April, 1924. When adjustment is made for 
seasonal variation according to experience 
with bank clearings during the last ten 
years, the increase over the bank debits of 
March last would still amount to 5.8 per 
cent. 

The clearings in the thirty clearing house 
centers of Canada during April were $1,- 
278,773,239, an increase of 7 per cent. over 
March and 1 per cent. over the clearings 
of April, 1924. Bank amalgamations, 
necessarily restricting inter-bank transac- 
tions, have in recent years seriously inter- 
fered with the comparability of clearing 
statistics, there being only twelve chartered 
banks in April, 1925, as against fifteen in 
April, 1924. 

The amalgamation of the Union Bank 
with the Royal Bank will reduce the num- 
ber of Canadian chartered banks to eleven. 
When the more than 300 branches of the 
Union Bank are merged with the 500 odd 
branches of the Royal Bank, a further re- 
duction in bank clearings will occur with- 
out any corresponding recession in business 


activity. In other words, a smaller percent- 
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age of the total banking transactions in 
Canada will be inter-bank transactions, 
which alone are taken account of in bank 
clearings. 


BOGERT BECOMES VICE-PRESIDENT 
OF DOMINION BANK 


Clarence A. Bogert has been elected a 


vice-president of the Dominion Bank. He 
was born in 1864 in Napanee, educated at 


CLARENCE A. BOGERT 


Advanced from general manager to vice-president 
of the Dominion Bank, Toronto, Ontario 


Trinity College School, Port Hope, and be- 
gan his banking career with the Dominion 
Bank as a clerk in 1881. Since then his 
progress has been steady through the offices 
of assistant inspector, assistant manager, 
general manager of the Toronto office, man- 
ager of the Montreal office, general manager 
of the Dominion Bank, and finally the vice- 
presidency. 


aa) 


STIS 





YY LLL ITI AQ QLcinQNlQllleaaxeai4n2Qqztlo Wy 


LALLA LITLE TT ITT TIT ILI TT ITIL IIIT IIIT OL LOLI IOL IFILL ILI LI ILI L IIIT PIII IIL III IIL ITLL ITI I IL II LILI LI LOPLI LILIL LILI ILO LITT IL LILI IIIT LITT LI TILL LLL L OLLIE 


SST AS 


SSSSSSSSSSSSS 


SSSSSSIISSISS 


CAPITAL 
and 
SURPLUS 
$6,000,000 


cTER 


> 


’ 


aM, 
RENGTH AND CHARA 


SS 


XS-DBRGQDQqoOl{RMAASSSSSSSSSSSS 


WAG 


, 


“BANK oF sy 


One of Chicago’s Oldest 
and Most Vigorously Growing 
Commercial Banks 
Offering its Correspond- 
ents Complete Facilities 
and Exceptional Service 


MADISON 
and DEARBORN 
STREETS 
CHICAGO 


/, 
Yy 
Y 
Y 
U 
Y 
Y 
Y 
Y 
Y 
y 
Y 
Y 
Y 
Y 
Y 
Y 
Yj 
Y 
y 
Y 
Y 
y 
Y 
Y 
Y) 
Y 
Y 
j 
Y 
Y 
Y 
Y 
Y 
y 
Y 
y 
j 
Y 
Y) 
Y 
Y 
y 
Y 
Y 
y 


$$ SSSESSSSSSASESSSSASESSSS SESSA AAA AAAS AA AAA 
SSS SSSSSSEASAARRRARISRISRAAAANAA AAA AA SAA SANASSAAAASAAAAS AAA SRSS SERS 


Y OLETEMLETEETELEEEEEEEEELEEEEED EEE EEEEEEEEEEEEEAEEEEREEEIEETEEEEEEEE LLL EEE LETT ELEM ETEEETEOEEETTMETEEEET OT ME TATE TT ATAAEEEETUTETATTATEETEOEEETAEEEOEEEESEEETEREA EASED BEDE EEF Era; ETEEEE ET 


Gaee coc c cess ses sss ss psaacidddaauiwlMlllllllllllddlldlldddlddddddddulcLLAcaaccA.AAOEAEE: 


NS 











Safer loans on 


Celotex 


Your building loans are safer 
when the collateral is a 
Celotex house. 


Because houses built with 
Celotex Insulating Lumber 
have definite advantages over 
those of ordinary construc- 
tion. Advantages that make 
them sounder investments. 


Celotex saves fuel 


The tenant of a Celotex 
house saves enough money 
on fuel each year to pay a 
good share of the interest 
on several thousand dollars. 
Celotex, providing heat insu- 
lation, saves 1/3 the heat 
generated to warm an ordin 
ary house. 


Less depreciation 


Celotex reduces depreciation, 
because it makes houses 
stronger. Used in the place 
of wood lumber, as sheathing 
on walls and roof, and where 
standard gypsum or wood- 
fibre plaster is applied directly 


Houses 


to its surface, it makes a wall 
section much stronger than 
one built with wood lumber 
itself. No other insulating 
material has this great 
strength. 


Ready sale value 


You will find, too, that 
Celotex houses sell easier than 
ordinary ones—and at a better 
price. 


For home owners are real- 
izing more and more the ad- 
vantages of heat insulation. 
No home is modern unless 
properly insulated. Homes 
built with Celotex have their 
future sales value insured and 
protected. 


Ask your architect 


Your architect or contractor 
will tell you more about the 
advantages of house insula- 
tion and how their clients 
are demanding it. Write for 
our valuable free booklet on 
the subject, The Hidden Com- 
fort of Costly Homes. 


THE CELOTEX COMPANY, CHICAGO, ILLINOIS 
MILLS: NEW ORLEANS, LA. 


Branch Sales Offices: (See 


telephone books for addresses) 


Boston Denver London (Eng.) Milwaukee New York Portland,Ore. Seattle 


Cleveland Detrvit Los Angeles Minnea 


Dallas Kansas City Miami New O 


—_ Philadelphia Salt Lake City St. Louis 
rleans Pittsburgh San Francisco St. Paul 


Canadian Representatives: Alexander Murray & Company, Limited 


Montreal Toronto Halif 


C a. 
INSULATING LUMBER ]} 


“There is a use for Celotex 
in every building” 








ax Winnipeg Vancouver 





The Celotex Ce., Dept. 827 
645 N. Michigan Ave., Chicago, Ill. 


Costly Homes. 
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Please send your booklet, The Hidden Comfort of 
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The recently completed Atlantic National Bank building, Post-Office square, Boston 


New Building of Atlantic National Bank 
of Boston 


F the many recent improvements in 
() the business and financial districts of 

Boston, none has been more marked 
than the erection of the imposing building 
in Post-Office square which houses the At- 
lantic National Bank, now the fourth bank- 
ing institution in point of size in Boston. 
Rising to a height of fourteen stories above 
the level of the square, the building is most 
impressive in its design and composition. 
Besides the main entrance in Post-Office 
Square there are others in Milk street and 
Liberty square. 

From the main lobby of the building there 
are separate entrances to the trust and 
transfvr department and to the safe de- 
posit «\-partment, so that access may be had 
to these departments when the commercial 
departixent is closed. The public space, en- 
tered from the lobby, is impressive and 
stately in its dimensions. 


The Banking Rooms 


The main banking room rises two stories 
high and occupies practically the entire 
Post-Office square length of the building. 
The floors and walls are carried out in 
simple and impressive design with base 
course of imported marble. The ceiling is 
beautiful in its decorative and ornamental 
plaster work and presents a dignified and 
impressive background for the handsome 
bronze electric chandeliers. 

Four beautiful bronze and marble check 
desks are located in the center of this 
spacious room and one check desk is located 
against the wall, thus providing admirably 
for the needs of the bank’s customers. 

At the right of the entrance is a spacious 
marble and bronze stairway leading directly 
to the safe deposit department below and up 
to the various floors occupied for banking 
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Main banking room, Atlantic National Bank, Boston 


rooms above. Next beyond is the junior 
officers’ space, opening directly from the 
main public space, and separated by a low 
marble railing. 

The tellers’ spaces fill the sides and extend 
along the public space to the broad corridor 
leading to the savings department, statement 
department, and the foreign department. At 
the left of the main entrance are the quar- 
ters of the bank’s senior officers. Separated 
from the public space by a low rail, these 
officers are readily available to the bank’s 
customers, with sufficient privacy for the 
transactions of confidential business, when 
required. 


The Safe Deposit Vault 


The Mosler vault, protected by Donsteel, 
is one of the finest in the country and 
equipped to resist every possible attack. The 
coupon rooms are spacious and convenient 
and in various sizes for the accommodation 
of individuals, committees, boards of di- 
rectors, etc. The appointments for the con- 
venience of men and women customers have 
been carefully studied and nothing has been 
left unprovided. 

The savings and foreign departments, as 
well as the trust and transfer departments, 
have all been equipped for the convenient 


and efficient handling of business and the 
bookkeeping department has all the newest 
devices for rapid and accurate work. 


Unique Signalling Devices 


A special feature of the equipment is the 
unique provision for central signalling, 
which shows at all times conditions in the 
various parts of the bank and allows, with 
little or no effort, immediate communication 
with any particular office or clerk in any 
department or any part of the banking 
rooms. There are dials which will indicate 
clearly the condition of the vault entrances; 
whether or not the doors are closed: 
whether or not the available systems are in 
order and if anyone should ring an alarm 
at any point in the building, it will register 
at once in the officers’ space so that the 
proper officers may direct any particular 
guards to the point where the alarm was 
sounded. 

The arrangement and architectural work 
of the bank quarters were in the hands of 
the Thomas M. James Co., Boston and New 
York bank architects. 


History of the Bank 


In its development to its present size and 
standing, the Atlantic National Bank has 
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has 
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Detail of writing stand in lobby, Atlantic National Bank, Boston. By the Gorham Company 


The spacious safe deposit vaults, Atlantic National Bank 
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had a most interesting history. No less than 
twelve institutions have been merged in the 
various steps by which the present $100,000,- 
000 bank has been built up. These banks 


Main entrance to banking rooms, Atlantic 
National Bank, Boston 


were: New England National Bank (organ- 
ized in 1813), Atlantic Bank (1828), Peoples 
National Bank (1833), Boylston National 
Bank (1845), South End National Bank 
(1889), Continental National Bank (1860), 
Manufacturers National Bank (1873), Met- 
ropolitan National Bank (1875), Colonial 
National Bank (1899), Fourth National 
Bank (1875), Commonwealth Trust Co. 
(1904), Fourth-Atlantic Natienal Bank 
(1912). 

These banks specialized individually in 
shoes, leather, market and produce, wool 
and textiles, retailing and manufacturing, 
dry goods, clothing, shipping and foreign 
trade, besides the usual run of commercial 
accounts, so that banking practice in all 
lines has been highly and efficiently devel- 
oped and the bank’s equipment includes 
every service now offered by the big modern 
banking institution. 


Officers and Directors 


The present board of officers and directors 
is made up as follows: Chairman of the 
board, Herbert K. Hallett, formerly presi- 
dent of the Fourth-Atlantic and of the 


Atlantic; president, George S. Mumford, 
formerly president of the Commonwealth 
Trust Co.; vice-presidents, Arthur P. Stone, 
William N. Homer, cashier, Arthur W. 
Haines, Waldron H. Rand, Jr., Charles W. 
Bailey, Stephen W. Holmes, Russell B. 
Spear, Charles W. Varey, Arthur R. 
Smith, Charles E. Valentine, George H. 
Corey, Almon W. Blake. 

Manager Washington street office, Josiah 
H. Goddard; assistant cashiers, Herbert B. 
Bailey, Ralph I. Benton, Gustave A. Bleyle, 
Richard F. Churchill, Robert W. Coburn, 
France Cornell, Frederick A. Cronin, Edgar 
F. Hanscom, Myron F. Lord, Lee W. 
Marshall, Irving F. Newcomb, Roger F. 
Nichols, John E. Prouty, Samuel R. 
Ruggles, Walter F. Snow, Carlos W. Tyler. 

Directors, Herbert K. Hallett, chairman; 
George Abbot, Brown Bros. & Co.; Charles 
W. Bailey, vice-president; Hugh Bancroft, 
Boston News Bureau; George L. Batchelder, 
Batchelder Bros.; Junius Beebe, Lucius 
Beebe & Sons; Albert L. Brown, Isaac W. 
Chick, president John H. Pray & Sons Co.; 
George H. Corey, vice-president; George L. 


Detail of built-in grille, showing bronze work, 
Atlantic National Bank, Boston. By William 
H Jackson Company 


De Blois, trustee; William J. Fallon, presi- 
dent W. J. Fallon Leather Co.; Charles H. 
Farnsworth, president Quincy Market Cold 
Storage & Warehouse Co.; Lee M. Fried- 
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man, Friedman & Atherton, Attorneys; 
Arthur W. Haines, vice-president; Samuel 
R. Haines, Haines, Bloomfield, Kincaid Co.; 
William N. Homer, vice-president and 
cashier; George B. Johnson, president R. H. 
White Co.; Lindsley Loring, treasurer 
Flintkote Co.; Jesse P. Lyman, president 
American Glue Co.; George S. Mumford, 
president; James S. Murphy, president 
Stickney & Poor Spice Co.; Harry K. 
Noyes, president Noyes-Buick Co.; Edward 
H. Osgood, Lee, Higginson & Co.; Rene E. 
Paine, trustee; Winfield S. Quinby, presi- 
dent W. S. Quinby Co.; Edgar L. Rhodes, 
treasurer Rhodes Bros. Co.; Fred B. Rice, 
vice-president Rice & Hutchins, Inc.; John 
tichardson, Ropes, Gray, Boyden & Per- 
kins, Attorneys; Walter H. Roberts, Attor- 
ney-at-ILaw; Horace B. Shepard, president 
Shepard & Morse Lumber Co.; Charles G. 
Smith, president Institution for Savings, 
Roxbury; George S. Smith, vice-president 
New England Power Co.; Arthur P. Stone, 
vice-president; Thomas C. Thacher, trustee; 
Lester Watson, Hayden, Stone & Co.; Edwin 
S. Webster, president Stone & Webster, Inc. ; 
Arthur W. Wellington, president United 
States Leather Co.; Edward F. Woods, 
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The great door to the safe deposit vaults, Atlantic 
National Bank, Boston. Vault built by the 
Mosler Safe Company 


Hinckley & Woods; George S. Wright, 
president Dwinnell-Wright Co.; Edgar N. 
Wrightington, treasurer Massachusetts Gas 
Companies. 


We 


The Question of the Inheritance 'l'ax 


By Thomas R. Preston 


Extracts from an address delivered before the 
North Carolina Bankers Association at the 
twenty-ninth annual convention at Pinehurst, 
N. C. on May 8, 1925. Mr. Preston is president 
of the Hamilton National Bank, Chattanooga, 
Tenn.—THE EDITOR. 

HERE has been a nation-wide search 

to find new avenues of taxation. In- 
heritance taxes have never before been re- 
sorted to except as a war measure and when 
the war expenditures were over, they have 
always been repealed, but the tendency now 
is to make them higher and permanent. Not 
only have we the Federal inheritance tax, 
but every state in the Union except three 
has resorted to this means of taxation, and in 
every instance the tax is levied upon the 
total estate. As an evidence of the hard- 
ships of the inheritance tax, a single in- 
Stance will illustrate: A man lived in Ken- 
tucky, had a manufacturing plant in Ohio, 
and « sales office in New York City. His 
net estate was approximately one million 





dollars, mostly in his plant. After paying 
all the inheritance taxes levied by the 
State of Kentucky, State of Ohio and State 
of New York, and the Federal inheritance 
tax, including the sacrifice the estate had 
to make in order to secure the cash, there 
was left only one-third of the estate; the 
remaining two-thirds went for inheritance 
taxes.. It is possible for an entire estate to 
be consumed in taxes. Hypothetical cases 
have been cited whereby an entire estate 
would be consumed in inheritance taxes and 
a deficit left. Under such circumstances no 
doubt an arrangement could be made for the 
heirs to have time to work out the dif- 
ference. 

Men labor and achieve in this country 
to leave a competency to those dependent 
upon them. They do not co so for the 
purpose of leaving the bulk of their estate 
to the tax gatherers. 
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Interior of the main banking room; 


At left: 
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At left: Interior of the main banking room; 
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Exterior of the new building of the Rotterdamsche Bankvereeniging at The Hague, Holland 


New Building of Rotterdamsche 
Bankvereeniging at the Hague 


has recently completed a new building 

to house its branch office at the Hague. 

It is located in the center of the city, and 
although it is surrounded on all sides by 
old mansions, which were formerly hunting 
palaces for the earls of Holland, the archi- 
tects have chosen to construct the building 
according to distinctly modern architectural 
ideas. It is equipped with a spacious mod- 
ern safe deposit vault. W. Westerman 
is the manager of the office at the Hague. 
The Rotterdamsche Bankvereeniging was 
originally formed as the Rotterdamsche 
Bank, in 1863. It was the first bank in The 
Netherlands to realize the field for a bank 
with an organization equipped to handle in- 
ternational banking business. It took the 
first step toward building up such an organi- 
zation when, in 1900, it absorbed the Depo- 
sito-en Administratiebank, which had been 


closely associated with American. financial 
interes's, 


a HE Rotterdamsche Bankvereeniging 


In 1911 the name was changed from the 
Rotterdamsche Bank to the Rotterdamsche 
Bankvereeniging. At that time it had only 
one office, in Rotterdam. In 1913 it ab- 
sorbed a small private bank and the La- 
bouchere, Oyens & Co. Bank at Amsterdam. 
Shortly thereafter, the branch at The Hague 
was opened. In addition to these three of- 
fices, however, the bank controls the Na- 
tionale Bankvereeniging, which is an organi- 
zation for domestic banking, as contrasted 
with international banking which is the 
chief business of the Rotterdamsche Bank- 
vereeniging. The Nationale Bankvereeniging 
has its head office at Utrecht and has about 
a hundred branches throughout The Nether- 
lands. 

The annual report of the Rotterdamsche 
Bankvereeniging for the year ending Decem- 
ber 31, 1924, shows net profit of fl. 5,573,179, 
all of which was carried forward to a re- 
serve account to provide for obligations of 
more than usual risk. 
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Vaults were furnished and installed by the Herring-Hall-Marvin Safe Company, Hamilton, Ohio 


Main entrance door to safe deposit vault, Brotherhood 


A Notable Vault Installation 


Brotherhood of Locomotive Engineers Co-operative National 
Bank Instals Safe Deposit and Security Vaults 


Containing Some 


N the following three pages are 
QO shown some views of the safe de- 

posit and security vaults recently in- 
stalled in the Brotherhood of Locomotive 
Engineers Co-operative National Bank, 
Cleveland, Ohio. In addition to being very 
modern, they contain several unique fea- 
tures which are worth mentioning. 

For example, the doors to both the safe 
deposit vault and the security vault contain 
two layers of flame resisting metal, care- 
fully selected to resist the action of an oxy- 
acetylene burner. They are 18 inches in net 
thickness—and over 26 inches thick at the 
edge, including the bolt work. Level walk- 
ways are provided tlirough the entrances, 
by means of movable platforms which are 
lowered when the doors are swung open or 
closed. 

Both vaults have emergency doors the 
same thickness as the main door, with lock- 
ing mechanisms checked by two combination 
locks and a time-lock. Both are venti- 
lated by a blower system, which takes in 
the air at the emergency entrance and dis- 
tributes it through the vault in ducts, by 
motor driven fans. Both the main and 
emergency doors are protected with burglar 
alarm wiring and a complete burglar alarm 
system is also embedded in the concrete 
walls of the vaults. 52 

The concrete walls of both vaults are 24 
inches thick, and are lined with steel. In- 
terlocking “H” beams, tied together with 
heavy steel rods, from a secure reinforce- 
ment. Around the “H” beams on both sides 
are placed grilles of square steel rods. 

The safe deposit vault, which is located 
on the street level is entered from either 
side of the main stairway leading to the 
main banking room, which is on the second 

The facade of the vault is paneled 
vrained and polished steel, and is orna- 
ited at either end by two bronze torches 
ct high, with a single globe at the top 

ch. Particularly appropriate are the 

medallions bearing the relief im- 


Unusual Features 


pression of a locomotive located on the 
architrave at the entrance. 

The vault has a total width of 66 feet 
and is 19 feet deep inside of its steel lining. 
The surfaces of walls and ceiling are paneled 
with steel, grained and polished to a soft 
finish. It is lighted by means of thirty-six 
fixtures having 40 candle power globes each. 
An elastic and noiseless floor covering is 
made of interlocking rubber tile in an ap- 
propriate design. 

The safe deposit vault will contain, when 
filled, over 17,000 safe deposit boxes. The 
door of each safe deposit box is covered 
with a removable bronze plate, which can 
be taken off and refinished, and so kept 
permanently new in appearance. The vault 
contains a special feature in the separate 
committee room which is built into the 
vault, and which is separated from the main 
space of the vault by a heavy steel wall 
and door. The room is designed for the 
use of committees of corporations or other 
groups of customers who may find it neces- 
sary to meet for the examination of se- 
curities that are being kept in the safe de- 
posit boxes. Thus securities can be ex- 
amined by a number of persons at the same 
time, without removing the securities from 
the vault itself. 

The security vault, which is located di- 
rectly below the safe deposit vault, is di- 
vided into three compartments—security, 
trust and tellers—each with its own system 
of steel safes. The tellers’ section contains 
fourteen lockers, each fitted with two com- 
bination locks. Thus, each teller will place 
his securities in his own steel omnibus, which 
will be wheeled to a protected elevator, low- 
ered to the level of the security vault, and 
the omnibus placed in his own separate 
locker. 

The vault work was designed by Robert 
G. Nairn, engineer of Cleveland, Ohio, and 
Knox & Elliot, architects of Cleveland, Ohio. 
The vaults were fabricated in the plant of 
the Herring-Hall-Marvin Safe Company of 
New York, N. Y., and Hamilton, Ohio, who 
also made the installation. 
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Top, view of entrance to vault; middle, directors’ room; bottom, tellers’ cages, Banco de Ponce, Porto Rico 
Equipment supplied by the General Fireproofing Company, Youngstown, Ohio 





New building of the Banco de Ponce, Porto Rico, recently completed 


New Building of the Banco de Ponce 


BOVE, and on some of the following 
pages are shown views of _ the 


new building of the Banco de 
Ponce, Ponce, Porto Rico which is archi- 
tecturally a very handsome piece of work. 
The bank occupies the first floor of the 
building, and the second and third floors are 
occupied by the Spanish Casino. The equip- 
ment of the new building, such as desks, 
files, directors’ room equipment, etc., was 
Supplied by the General Fireproofing Com- 
pany of Youngstown, Ohio. 
Ponce is a city of about 45,000 population, 
locat:.' on the center of the southern coast 


of Porto Rico. It is the second largest city 
on the island, the first being San Juan. Be- 
tween the two cities runs the famous mili- 
tary road which is as old as the city itself— 
and Ponce was founded about 1600. It is 
famous for its parks, which are said to be 
the most beautiful in Porto Rico. 
also contains a cathedral which 
almost as old as the city. 

Though the city is very old, it is equipped 
with most of the modern conveniences, such 
as fine trolley and electric light systems, 
telephone and telegraph service, gas works, 


Ponce 
is also 


133 





THE 


ARTURO LLUBERAS 
President Banco de Ponce, Porto Rico 


etc. It is the center of the best sugar pro- 
ducing section in the world. 

The Banco de Ponce was organized and 
began business in August, 1917, with an 
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authorized capital of $2,000,000, of which but 
$250,000 was issued. At that time the 
banking business in Porto Rico was largely 
controlled by foreign banks, the Royal Bank 
of Canada alone having three branches in 
the island. Under the stimulus of the war 
and post-war boom, banking of all kinds in 
Porto Rico showed an appreciable increase. 
The growth of local banks in comparison 
with the branches of foreign banks was 
particularly notable—chiefly as a result of 
the introduction of modern banking methods. 
In spite of this, the foreign banks still re- 
tain the large accounts of the sugar mills 
which the smaller local banks could not 
handle. 

The bank operates under articles of in- 
corporation very similar to those of a na- 
tional bank in the United States, with the 
exception that it may make loans to an 
individual borrower to the extent of 20 per 
cent. of its paid-up capital instead of 10 
per cent. The people of Porto Rico have 
not yet acquired the habit of depositing 
their money in the banks, as is indicated by 
the low ratio of deposits to capital of about 
three to one. 

With all these adverse conditions, the 
Banco de Ponce has made steady progress 
Its assets have grown from $1,000,000 in 
1918 to $5,000,000 in 1924. Surplus has 


Interior of the main banking room, Banco de Ponce, Porto Rico 
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Manager’s office, Banco de Ponce, Porto Rico 


grown from $28,000 to $175,000 during the 
same period. In 1919 the capital stock was 
increased from $250,000 to $500,000, the 
stock being offered to subscribers at par and 
the usual premium being furnished by the 
bank, from surplus. In 1922, when the 
capital was again increased from $500,000 to 
$750,000, the stock was offered at par (it is 
very hard to sell stock at a premium in 
Porto Rico), but the surplus was not 
drawn on. 

The bank paid yearly dividends of 8 per 
cent. during the first three years of its 
operation. Since that time, the rate has 


been 10 per cent. per annum. ‘This is paid 
in quarterly dividends of 2 per cent. and 
the dividend for the last quarter of the 
fiscal year is voted by the stockholders at 
the annual meeting. It has been 4 per cent. 
since 1920 thus bringing the annual rate 
up to 10 per cent. 

The earning capacity of the bank averages 
about 20 per cent. on its capital so a sub- 
stantial amount is added to the surplus each 
year. 

Arturo Lluberas is president of the bank, 
and the board of directors is made up of 
well-known business men of Ponce. 
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The new building of the Russell National Bank, Lewistown, Pa., now under con- 
struction. It was designed by and is being erected under the supervision of Morgan, 
French & Co., Inc., architects and bank engineers, New York 




















The recently completed building of the First National Bank, 


Nutley, N. J. 


The building was constructed and equipped under 


the supervision of Holmes & Winslow, bank architects, New York 


Some Recent Bank Building Operations 


The First National Bank, 
Nutley, N. J. 


HE First National Bank of Nutley, 
Te Jersey, has recently moved into 

its new building, an exterior view of 
which is shown above. The building is 40 
by 72 feet, detached, and receives plenty 
of light through large windows on all sides 
similar to those in the front of the building. 
The front facade is built of Indiana lime- 
stone with a cast granite base. 

The interior of the bank, shown in the 
illustration on the following page, has a cen- 
ter public space, with the massive rec- 
tangular door of the vault visible at the 
rear. ‘he vault is easily accessible to the 
public, but well protected. 

The directors’ room and a special work 
room \e located on the completely enclosed 
mezza:iine floor at the rear. A special ladies’ 
room :. also provided. 

The building 
equip} 
and \\ 


constructed and 
under the supervision of Holmes 
slow, bank architects, New York. 


was 


Russell National Bank, 
Lewiston, Pa. 


N the accompanying pages are shown 

pictures of the architects’ sketches of 
the new building now being built for the 
Russell National Bank, Lewistown, Pa. The 
building is being constructed while occupied 
by the bank, the bank remaining in its 
present quarters on the front of the lot 
while the rear section is being completed. 
Then they will move into the rear section 
where all the vaults and half of the tellers’ 
equipment will be available for use, while the 
front is being constructed. 

The building will be of Colonial design 
on a corner having a frontage of 31 feet and 
a depth of 133 feet. The interior has twelve 
tellers’ wickets in a counter screen of rose 
Tavernelle marble with bronze top. The di- 
rectors’ room is located on a mezzanine floor 
at the rear, directly over the vault. Addi- 
tional work space is provided on a second 
mezzanine floor. 

The building was planned and will be 
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erected under the supervision of Morgan, 
French & Co., Inc., architects and bank 
engineers, New York. 


Service Trust Company, 
Passaic, New Jersey 


LANS have been completed for the new 
building of the Service Trust Company 
of Passaic, New Jersey, and a picture of 
the architect’s sketch of the new building is 
shown on the following page. The building 
will be 50 feet high, and the floor dimensions 


Interior view of 
the First National 
Bank, Nutley, N. 
J. The building was 
constructed and 
equipped under the 
supervision of 
Holmes & Winslow, 
bank architects, 
New York 


Interior view of 
the Russell Nation- 
al Bank, Lewis- 
town, Pa. The 
building was de- 
signed and will be 
constructed under 
the supervision of 
Morgan, French & 
Co., Inc., architects 
and bank engi- 
neers, New York 


will be 33 feet by 103 feet. It will be of lime- 
stone, the architecture being Italian Renais- 
sance. The entrance will be centered be- 
tween four fluted pilasters—a distinct de- 
partere from the old monumental type of 
architecture once so popular for bank 
buildings. Five large windows on one side 
of the building in addition to the smaller 
windows in the front will furnish abundant 
light. 

The main banking room will be floored 
with Travertine marble. On the left of the 
entrance will be the officers’ quarters and 
a large conference room, both furnished 
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with mahogany furniture and wainscoting. 
Directly across the public lobby will be 
the ladies’ retiring and rest rooms, also 
furnished in mahogany. 

The counter screen will be of imported 
Botticino marble, surmounted by _ orna- 
mented bronze glass frames, trim, and bronze 
wickets. Concealed reflector lights will be 
located along the top of the counter screen 
to furnish the correct line of light along 
the counters. The flooring behind the cages 
and in the other work space is to be of 
battleship linoleum and the equipment of 
olive painted steel. 

In the rear of the main banking room 
will be located the posting machine room, 
the book vault, the safe deposit and security 
vault, coupon booths, and a committee room. 

The safe deposit and security vault will 
be constructed of 18 inch reinforced con- 
crete, with a laminated armored steel lining. 
Entrance to the vault will be gained through 
a 10 inch solid steel rectangular door. The 
vault will be safeguarded by an electric 
burglar proof protection and a daylight 
hold-up alarm system. 

Additional work space will be furnished 
on the rear mezzanine floor. The front 
mezzanine will contain the directors’ room. 

The second floor will be devoted to offices, 
for rental, served by an elevator located in 
the entrance lobby. 

A stairway leads down from the rear of 
the main banking room to the basement. 
where another storage vault, similar to 
the safe deposit and security vault will be 
located, as well as stationery rooms, storage 
space, and the heating plant of the bank. 

The building will be constructed and 
equipped by the Griswold Building Com- 
pany, Inc.. New York, who are specialists 
in designing and building banks. 


165,000 Cubic Feet of 
Fresh Air Per Minute 


ANKERS are fast realizing the im- 


pertance of 
and a 
buildin ss 
from 


plenty of fresh air 
reasonable temperature in their 
to secure the most efficient work 
cir employees. The Union Trust 
, Cleveland, Ohio, has installed a 
ventilat'ng system which is calculated to 
supply ‘ese needs. The accompanying pic- 
ture of one of the huge ducts of the sys- 
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New building of the Service Trust Com- 
pany, Passaic, N. J. The building will be 
constructed and equipped by the Griswold 
Building Company, Inc., New York, who 
are specialists in designing and building 
banks 


tem gives an idea of the system which sup- 
plies to the bank 165,000 cubic feet of fresh 
air a minute. 

The air enters the building through a 
screen duct about fifteen feet square, lo- 
cated on the right hand wall of the building. 
It travels about 200 feet to the washers, 
where it goes through what might be called 
a “laundering” process, with water, to take 
out the dust and dirt. In winter the air 
must be warmed before being washed, so 
that the water in the sprays will not freeze. 
In summer, of course, the air is cooled off 
to a comfortable degree and the humidity 
removed. Six complete units of air washers 
and heating coils are used in this process. 

Eight large exhaust fans and three smaller 
ones are constantly engaged in drawing out 
the used air and the cooking odors from the 
bank’s cafeteria, which is also located in 
the building. The fresh air is _ not 
forced in, but flows in naturally upon the 
drawing out of the used. Thus, regardless 
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English Renaissance mantel of limestone in the board room of 
the Pennsylvania Company for Insurances on Lives and Granting 
Annuities, Philadelphia 
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of the temperature outside, the employees 
and customers of the bank are kept com- 
fortable. 
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London in 1950 
NDER this heading Alfred C. Bos- 
som, formerly in the Architect’s De- 


U partment of the London County 


Council, and now a well known New York 
bank architect, contributed an interesting 
article to a recent number of the London 
Spectator in which he discussed probable 
changes in that city in the next quarter cen- 
tury. He forsees co-operative flats with 
centralized heat, light and cleaning, double- 
decked streets, underground garages, subur- 
ban cottages with flat tops for airplane 
landings, and central broadcasting stations 
for electrical energy. In summing it up, he 
concludes that: “An Americanization of the 
old world seems to be taking place. This 
is felt not only in London, but in Paris and 
Madrid; all the great cities of Europe seem 
to be adopting ideas from across the Atlan- 
tic, but if the older countries are going to 
change with the speed and frequency so com- 
mon in the States, one wonders how these 
improvements are to be paid for. Loans 
floated for civic condemnation schemes or 
developments must be repaid over a long 
time, and if before this period expires more 
changes become essential there will be a tre- 
mendous problem of unpaid debt. In look- 
ing to the future, and in preparation for it, 
does it not behoove us to hesitate before 
jumping into huge expensive improvements 
which may be a burden on the next genera- 
tion, when the present moment’s vital need 
may have passed? Regulation in all depart- 
ments is the most economic way of providing 
for the future. London is a Gothic city of 
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One of the huge ventilating ducts in the 
building of the Union Trust Company 
of Cleveland, O. 


small units, built by independent people 
along narrow streets, and although the next 
twenty-five years may compel changes and 
the opening up of many new thoroughfares 
(and incidentally, the loss of much charm 
thereby), it does seem vital that before- 
hand a fair balance should be struck between 
the possible benefits to be gained and the 
expense involved. Experience in the United 
States shows that many of these modern 
methods do not give enduring benefits com- 
mensurate with the burden on the commu- 
nity. It is to be hoped that London will not 
become too much affected by the rush of the 
times, and that 1950 may find her as free to 
meet new conditions as the past has always 
found her.” 
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The Citizens State Bank of Chicago installed this gallery of nine copper Radiotone 
portraits of their directors, to serve as a permanent historical record. They are 
mounted on bevel-edged walnut plaques, which are given a conspicuous location 
in the directors’ room 


A close-up view of the steel reinforcing during construction of the lower vaults 
of the Federal Reserve Bank of Pittsburgh, Pa. The work was installed by 
the Rivet-Grip Steel Company, Cleveland, Ohio 
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View of the main 
banking room of 
Federal Trust and 
Savings Bank, Hol- 
lywood, Calif. The 
decorative ceiling 
is of a special in- 
sulating lumber, 
made by the Celo- 
tex Company, Chi- 
cago. It absorbs 
surplus noises 
caused by type- 
writers and ma- 
chines and reduces 
reverberation. 


The Middletown 
Savings Bank, 
Middletown, N. Y., 
wrongly referred 
to in this section 
last month as lo- 
cated in Middle- 
town, Conn. The 
building was con- 
structed and 
equipped under the 
supervision of 
Holmes & Wmslow, 
bank architects, 
New York 


Interior of the 
Middletown Sav- 
ings Bank, Middle- 
town, WN. (@ 
wrongly referred 
to in this section 
last month as lo- 
cated in Middle- 
town, Conn. 





At left, rectangu- 
lar vault door of 
the Bank of Cali- 
fornia, Seattle, 
Wash.; below, cir- 
cular vault door of 
Meyer-Kiser Bank, 
Indianapolis, Ind. 
These two vault 
doors were built by 
the Mosler Safe 
Company embody- 
ing their new metal 
Donsteel, which is 
claimed to be proof 
against burglaricus 
attack by ozxy- 
acetylene torch, 
drill or explosives 
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The Importance Of The Bank Credit Man 


Thomas J. Kavanaugh, vice-president of the Mississippi Valley Trust 
Company, St. Louis, in his “Bank Credit Methods” (Bankers Publishing 
Company, $2.50) points out the importance of the credit department 
in a modern bank and tells of some of the qualifications which it is 


necessary for the manager of that department to possess. 


Departmental organization for bank credit 
work was made imperative by the growth 
of banking and mercantile business. And 
as banks grew and credit departments be- 
came larger, the employees assigned to the 
task of managing those departments be- 
came more expert. It was slow growth, 
however, and for a great many years banks 
failed to properly recognize the real value of 
the work of such employees, and relegated 
them to more or less insignificant and unim- 
portant positions in their staffs. In the 
decade 1910 to 1920 rapid strides were made 
in the elevation of the bank credit depart- 
ment to its proper plane. This was brought 
about by the development not only of those 
charged with the responsibility of running 
the departments, but also of changes pe- 
culiar to the extraordinary conditions under 
which banks were operating. These changed 
conditions called for more highly specialized 
organization in banks, and each employee 
and official of the banking institution was 
called upon for the best there was in him 
and gave it ungrudgingly. 

While the credit department of the bank 
is a service department, and not a depart- 
ment for profit, its peculiar position in con- 
nection with the loaning facilities of the 
bank makes it responsible to a certain ex- 
tent for the losses suffered by the bank in 
the extension of credit. This is quite nat- 
ural, for there is no one in so strategic a 
position to safeguard the bank’s credits as 
the credit man. The busy executive has a 
thousand other things to which to attend 
in connection with the running of the bank; 
he has to oversee other departments; to 
settle internal disputes; to handle large 
propositions that come up as a daily routine. 
The credit man’s duties are circumscribed 
by the limits of the credit department. 


With him lies the responsibility for its 


prope 


conduct, for the safeguarding of 
the c 


lits extended. If he purposely falls 


He says: 


down in the execution of his work, he is 
recreant to his trust—he is unworthy of the 
confidence placed in him. If he lives up to 
his trust, there is no limit to his value as 
an asset to the bank. 

For this, and for other reasons, it is 
highly important that the credit man be a 
man of faithful application to his duties; 
that he be exact in his habits and systematic 
in his methods. He should not be a clock- 
watcher, for in the intensity with which he 
applies himself to his duties and faithfully 
performs them lies his chief value to the 
bank and his future success. 

To go a little further as to the qualifica- 
tions of the bank credit man: We are not 
trying to paint the picture of a demi-god; 
but if there is one position in the bank in 
which tact is necessary, it is his. And the 
reason is simple. Credit is the most deli- 
cate subject in the field of human psycholo- 
gy. It embraces character, morality, wealth, 
poverty, ability, and all the disabilities 
about which a human being is sensitive. If 
you tell a man his credit is not good, you 
may be striking at any of the qualities he 
values most highly—his purity, his veracity, 
his worldly possessions, his antecedents— 
about which he may be most sensitive. 
Place yourself in the other man’s shoes and 
suppose you had spent years endeavoring 
to build up your credit standing, and then 
have it cast aside with one fell swoop by the 
unthinking credit man—how would you feel? 

The author of this work has found his 
greatest success in handling credits by prac- 
tising the art of placing one foot in the 
other man’s shoes. Only by this method can 
the bank credit man successfully handle his 
client and retain the client’s friendship for 
the bank, even though he turns down his 
proposition. This should be the one and 
only aim of the bank credit man—to con- 
serve the bank’s interests even at the sacri- 
fice of his own. 
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Shop Talk 


WE learn from Roy F. Ebbs, assis- 

tant cashier of the Wachovia Bank 
and Trust Company of Asheville, N. C., 
that twelve bankers of that city have 
organized a Banker’s Reading Club for 
the co-operative purchase and circula- 
tion of books. Mr. Ebbs describes the 
plan of operation as follows: 


au 


“The club is composed of twelve 
members each of whom agrees to pur- 
chase a book and as soon as he has read 
it to pass it on to some other member 
until it has made the rounds and re- 
turned to the original purchaser. Each 
one purchasing a book places his auto- 
graph in it and at the end this book 
becomes his property to be added to 
his library. The only requirement is 
that each member must read one book 
a month.” 


OW 


This plan appeals to us as an ex- 
cellent idea and we can see no reason 
why similar clubs should not be or- 
ganized in other cities. 


aM 


We learn from the secretary of the 
Financial Advertisers’ Association that 
bankers throughout the country are tak- 
ing an increasing interest in the organi- 
zation of women’s departments. The 
standard book on the subject is “The 
Women’s Department” by Anne Sew- 


ard, with an introduction by Frederick 
W. Gehle, vice-president of the Me- 
chanics and Metals National Bank, New 
York. (Bankers Publishing Company 
—$1.25) In this book, Miss Seward, 
who is one of the most prominent women 
bankers in the country, describes the or- 
ganization and operation of a women’s 
department and gives many helpful 
ideas—-how to secure the proper man- 
ager and how to make such a depart- 
ment a profitable source of business. 


ay 


Managers of women’s departments 
come into contact with all sorts of peo- 
ple and have many strange experiences. 
Ilere is a letter which was received by 
a woman banker and reproduced in Miss 
Seward’s book: 


kind Belovd sistr 

i guess you think it Strange to rite But 
Being as you a woman i knew you under- 
stand Sister would you give me _ vincent 
Aster Privat Address So he git it himSelf 
i am a Poor woman just and up and ant 
got long for this world with a plage of a 
disease that Cant Be cured i know he Help 
me a littil if i could only git his Privat Ad- 
dress......and do just send me a check i Pray 
to god till I here from you from a lownly 
Sistr 
Mrs X 


We 





Are you interested in 


banking books? 


If so send us your name 
and address and we will 
send you announcements of 
new books as usual. 


The Bankers Publishing Co. 
71 Murray St., New York 


























How Does Your Bank 
Compare with the Average ? 


In analyzing the statement of your 
bank it is important to know how your 
ratios compare with the average ratios 
of other banks. If your investments, 
for example, are 20 per cent. of your 
loans and discounts it is important to 
know whether this ratio is above or 
below the average ratio of other banks. 
It is only by checking your statement 
with the average statements of other 
banks that you can determine exactly 
how your bank stands. 

What are the strong and weak points 
to look for in analyzing the financial 


statement of a banking institution? 
What methods should be used in deter- 
mining the strength or weakness of any 
bank’sstatement? Much has been written 
on the analysis of statements of com- 
mercial companies but little information 
is available on bank statements. 

In order to analyze the condition of 
any bank thoroughly it is necessary to 
know certain facts regarding the bank’s 
management and policies. Do you know 
how to determine these facts? You will 
find a fund of information on these 
subjects in 


How to Analyze a Bank’s Statement 


This valuable pamphlet was prepared by 
the Credit Editor of THe Bankers MaGa- 
ZINE in response to a wide-spread demand 
for accurate information on this subject. 

The author begins by giving a typical 
bank statement and reviewing it item by 
item explaining in detail what is meant by 
each. The items considered are those which 
usually appear on any bank’s statement such 
as loans and discounts, overdrafts, United 
States securities, other bonds and securities, 
stock of Federal Reserve Bank, due from 
banks and bankers, etc. 


Do You Know What 
These Ratios Should Be ? 


1. Quick Assets to Demand Deposits 
2. Cash to Deposits 
3. Loans and Discounts to Deposits 
4. Capital and Surplus to Deposits 
5. Capital and Surplus to Fixed Assets 
6. Investments to Capital and Surplus 
7. Investments to Loans and Discounts 
8. Capital to Surplus 
9. Bills Payable to Rediscounts 
10. Losses : Dividends to Earnings 


—-_ 











After explaining in detail all of these 
items, the author proceeds to his analysis 
and shows how to pick out quickly and ac- 
curately the strong and weak points of the 
statement. He gives a list of ratios found in 
every bank statement and by means of a 
carefully worked out table shows what these 
should be for various classes of banks such 
as country banks, city banks, trust compan- 
ies, state banks, etc. This table is not based 
on theory but on actual statistics obtained 
through the analysis of many different state- 
ments. 


Every bank should have copies of this 
pamphlet for the use of officers and direc- 
tors. If you will fill out the coupon below 
and mail to us with a dollar bill we will send 
you five copies by return mail as long as our 
supply lasts. 





Bankers Publishing Company, 
71 Murray St., New York. 
Enclosed find $1 for which please 
send me 5 copies of “How to Analyze 
a Bank’s Statement.” 
Name 


Bank 








Address .......... 


























How to Build a Banking Library 


b *, fabnes a very small investment it is 

possible for any bank or banker 
to accumulate a useful and practical 
library of books pertaining to the im- 
mediate problems of bank administra- 
tion. 

For the individual banker such a 
library means the increased efficiency 
which comes from keeping well in- 
formed. For the bank as an institution 
the maintenance of such a library 
means giving to members of the staff 
the means. of increasing their useful- 
ness through increased knowledge. 
Every bank, no matter how small, 
should have a library of banking 
books. 

It is not necessary to purchase a com- 
plete library at one time. Books can 
be accumulated gradually, a few each 
month. In a surprisingly short time a 
well-rounded library can be built up. 

The books described in these pages 
were all written to be of practical value 
to the banker in the solution of his 
every-day problems. They contain no 
theory or guess work but the tried-out 


conclusions of writers who have learned 
from actual experience. 

Realizing that it is difficult to decide 
on the suitability of a banking book 
without an actual examination of the 
book itself, the Bankers Publishing 
Company has adopted an approval sys- 
tem which enables any bank or banker 
to send for any of its publications on 
five days’ examination, at the expira- 
tion of which time the books may be 
returned or a remittance sent if they 
are satisfactory. 

These terms apply only on orders 
from points within the United States. 
Orders from outside the United States 
must be accompanied by cash (New 
York Exchange). A refund will be 
made on all foreign orders if books are 
not satisfactory, provided they are re- 
turned to us within five days of receipt. 

The approval privilege is extended 
only to banks or bankers who should 
state their banking connections when 
ordering. Orders from customers who 
are not bankers should be accompanied 
by cash, which will be refunded if the 
books are not satisfactory and are re- 
turned within five days. 


BANKERS PUBLISHING COMPANY—71 Murray Street, New York 


You may send me on approval the books checked below. At the end of five 
days I will pay you the amount indicated or return to you. 


Bank Credit Investigator...........$1.50 


Bank Credit Methods and Prac- 
tice 
| Recollections of a Busy Life 


[ 

[ $2.50 

[ $6.00 
The Women’s Department................$1.25 

[ ] P 

[ 

[ 





] Elements of Foreign Exchange....$1.60 


] Bacyclopedia of Banking and 
Finance —..... 


| Please print} 


[ ] The Agricultural Department......$1.25 


] Commercial Paper and Analysis 
of Credit Statements..........$2.50 


] New Business Department............$1.25 


] Romance and Tragedy of Bank- | 
ing Sp 





] Paying Teller’s Department 








Address 





N. B.—This approval privilege is restricted to banks and bankers. State yonr banking connections. 
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Editorial Comment 


The President on Banking 


RESIDENT COOLIDGE, in 
writing to a labor bank on the 
occasion of its second anniversary, 

took advantage of the opportunity to 
state some very simple truths about 
banking, which are too often forgotten. 
The president said: 

“Banking in a great city is a highly 
specialized and difficult operation. I 
notice that you put some emphasis on 
the amount of your deposits. They are 
important, for they indicate the growth 
and size of your institution. But the 
main emphasis in banking is to be put 
on investments. Your deposits repre- 
sent the amount that you owe. Your 
investments represent the value of your 
assets. 

“You are peculiarly well equipped to 
secure deposits. I trust it may not 
seem presumptuous if I dwell upon the 
necessity of securing sound financial 
experience to take charge of your in- 
vestments. It may seem easy to bor- 
row money, for that is what your de- 
posits represent, but all experience 
shows that it is very far from easy to 
invest money in such a way that you 
will be prepared at all times to meet 
the necessary requirements of those who 
have put their money in your keeping.” 


These homely truths are not merely 
applicable to the labor banks, but to 
all banks, and are to be constantly kept 
in mind. With the confidence justly 
reposed by our people in the banks of 
the country, and with the strenuous 
methods of business-getting now in 


vogue, the piling up of deposits is a 
comparatively easy matter. The em- 
ployment of deposits with safety and 
profit requires greater care and skill. 


& 


Real Estate Mortgage Bonds 


OME criticism was made lately by 
a New York banker of the real 
estate mortgage bond business. For 
several years the country has been ex- 
periencing a shortage of houses and 
apartments, and this has resulted in 
high rents. With high rental returns 
it has become comparatively easy to 
procure fresh funds with which to put 
up more houses, although building ma- 
terials and wages have been high. 
Where the bond issues have been on a 
high valuation basis of the property 
covered, the danger is, as the New York 
banker pointed out, that “the nominal 
owners of these properties will find 
themselves merely unpaid collection 
agents for the lender and, with little 
at stake, will be certain, in large num- 
bers, to turn over the property to the 
actual owners, the bondholders.” This 
is not likely to happen so long as prices 
and rents are maintained, but is a con- 
tingency to be reckoned with if prices 
and rents have a marked fall. 

The number of companies engaged in 
selling real estate mortgage bonds has 
greatly increased, and judged by their 
liberal advertising expenditures, and 
the magnificence of their buildings, 
they must be highly prosperous. Un- 
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doubtedly, in the main, these organiza- 
tions are conducted with integrity and 
ability and perform a useful service. It 
will be unfortunate if a few of them 
should be permitted to operate in a 
way that will prove disastrous and tend 
to discredit the business as a whole. 

Unfortunately, the fact that a com- 
pany of this sort has been long in the 
field without loss does not afford a 
guaranty for the future. Unless the or- 
ganization is carefully managed, a se- 
vere drop in real estate values and in 
rents will prove a test beyond its 
strength to resist. 

When buying these bonds it is im- 
portant to scrutinize the management, 
to be familiar with the methods of ap- 
praising property, and above all to be 
sure whether one is really buying a 
bond actually secured by adequate real 
estate liens, or merely a credit obliga- 
tion or debenture of the issuing com- 
pany. 

The financing of real estate construc- 
tion along proper lines is vital to the 
stable prosperity of the country, and 
it should be kept on a conservative 
basis. 

Probably the sound and _ well-con- 
ducted companies engaged in this busi- 
ness would welcome an investigation and 
supervision of their operations with 
this end in view. 


& 


Protecting the Banks 


against banks have reached such 

serious proportions that the bankers 
have been compelled to take action, in- 
dependently of authorities, to protect 
their institutions from assaults by rob- 
bers and bandits. They have found 
it necessary to organize special armed 
guards to deal with these depredations, 
which have alarmingly increased of late. 
The banks are acting in a commendable 
spirit in seeking to safeguard their 


& some of the states depredations 


funds and securities, and if the local 
authorities do not or can not afford the 
requisite protection, the banks must 
provide it themselves. 

While banks have always been favor- 
ite objects of the bandit’s raids, this 
form of depredation has not for a long 
time reached anything like the propor- 
tions it has now assumed. 

It is an essential element of banking 
that it be made as safe as possible. For 
many years the banks have counted on 
their superior safety as one of the 
strongest arguments for putting money 
or securities in their custody. It was 
rightly held that money and valuables 
of all sorts were safer in a bank than 
elsewhere. This is still true, though it 
will not be so if raids on the banks are 
permitted to go on unchecked. 

Nearly every kind of mechanical 
device has been employed in the effort 
to protect the banks; and while many 
of these devices have undoubtedly af- 
forded a high degree of protection to 
the banks, they have not entirely 
stopped the raids of the bandit and 
burglar. 

That the banks must themselves sup- 
ply armed defenders of their valuables 
implies a lamentable weakness on the 
part of the authorities. Perhaps better 
protection would be afforded if the 
banks and mercantile establishments 
would more vigorously insist that of- 
ficials elected or appointed to protect 
the public show a higher degree of 
vigilance and efficiency. Banks and 
business interests of all kinds are 
heavily taxed, and they have a right to 
expect that officials who are paid to 
checkmate the burglar and_ bandit 
should get on the job. That they are 
lax in the performance of their duties 
indisputably appears from the growth 
of these depredations. People who pay 
taxes in order to have their property 
safeguarded ought not themselves have 
to supply the protection for which they 
are paying but fail to get. 
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Battle Against Extravagance 
and Waste 


do well in keeping up a vigorous 

fight against public and private 
extravagance and waste. Despite their 
utmost efforts, there is a tendency in 
many quarters for taxes to increase and 
waste to persist. Figures evidencing 
this tendency have become so familiar 
as to have lost much of their original 
force. 

Opinions will differ as to what con- 
stitutes extravagance, but surely that 
may be regarded as an extravagant ex- 
penditure which one can not afford. 
Measured by this test, it will be found 
that many nations and individuals may 
be justly charged with extravagance. 
They are spending more than their in- 
comes justify. And the result can not 
be otherwise than disastrous. With na- 
tions this fact is perhaps more clearly 
disclosed than in the case of individuals ; 
or probably it is more apparent on ac- 
count of the magnitude of the ill effects. 

Extravagance not only impairs na- 
tional and individual credit, but in the 
case of nations it greatly reduces their 
ability to hold their own in the sharp 
industrial contests of modern times. 
Distanced in this struggle, they are apt 
to try to shift the blame over from their 
own shoulders to those of their com- 
petitors. They complain of tariffs and 
other trade discriminations, and other- 
wise betray the querulous disposition of 
the loser in the game. 

President Coolidge has been crit- 
icised for preaching economy ; but sure- 
ly the American people do not need to 
be lectured for their want of liberality 
in the expenditure of money. As a 
matter of fact, those who practice econ- 
omy are precisely the ones who can be 
relied on at all seasons, year in and 
year out, to maintain a reasonable scale 
of expenditure and thus provide a de- 
pendable sustaining power for industry 
and trade. 

The battle against extravagance and 


B ANKERS and other business men 


waste is one that should be relentlessly 
waged in behalf of public and private 
welfare. 


& 


Learning To Be a Banker 


WING to the numerous bank 
failures in the last year, chiefly 
the smaller institutions, there 

has been a revival of discussion of the 
comparative strength of large and small 
banks. Manifestly, the strength of a 
bank is not in proportion to its bulk. 
Here the determining factor is not mag- 
nitude, but quality. Probably the su- 
periority of the big bank may be 
ascribed less to its size than to its 
ability to command the best banking 
talent; for, after all, this is what really 
counts in the conduct of a bank as in 
other businesses. Generally the ten- 
dency among the larger banks is for the 
management to be vested in competent 
and experienced hands. Perhaps this is 
less true among the smaller banks, con- 
trol of which is more easily secured, and 
often by men who have made money 
in other lines of business and who have 
banking ambitions without banking ex- 
perience. 

Of course, there are other considera- 
tions which add to the hazards of the 
small bank. Its loans can hardly be so 
well distributed as those of its larger 
rivals, and are often chiefly confined to 
a single industry like farming. Crop 
failures will, in such cases, severely 
strain the bank; and the wonder is not 
that so many fail, but that so many 
survive. 

No doubt the safety of the country 
bank would be greatly increased if 
those who are to engage in this par- 
ticular field would more thoroughly 
qualify themselves by preliminary study 
and experience for the very serious ob- 
ligations they are to undertake. The 
principles upon which a bank should 
extend credit are to be thoroughly mas- 
tered and steadily observed; otherwise 
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the bank will either fail to make a profit 
or will come to grief. The examples of 
successful country banking are so 
numerous as to establish the fact that 
the manager of a small bank who has 
learned his business can always keep 
his institution safe and sound. 


& 


Are There Too Many Banks? 


NEW JERSEY state official, in 

a recent address, complained of 

what he styled a lack of co- 
operation between state authorities and 
the Comptroller of the Currency at 
Washington in the granting of bank 
charters. In the opinion of this gentle- 
man the state authorities were in a bet- 
ter position than the Comptroller to 
judge of the need for a new bank in 
any given locality. He went on to say 
that frequently the states had refused 
to grant charters on the ground that 
more banks were not needed, only to 
find their action practically nullified by 
the Comptroller's Bureau in granting 
charters to national banks in the same 
places. He also declared: 

“There is a banking saturation point. 
The state and country can accommo- 
date just so many banks and no more. 
The number must be restricted to the 
actual need, or injury will be done to the 
banking system.” 

Undoubtedly there is a limit to the 
number of banks that can profitably 
operate in any given community, just as 
there are limits to other kinds of busi- 
ness. But it is not always safe to rely 
on the opinion of existing banks as to 
just when this limit has been reached. 
A bank that is taking the cream of the 
business at a round profit quite natural- 
ly takes the view that a rival or com- 
petitor is not needed, although substan- 
tial business interests in the community 
may take quite a different view. It is 
to the latter, rather than to the opinion 
of the existing banks, that the Comp- 
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troller must pay the most attention. 
While he should not, either in the in- 
terest of the banks or of the community, 
stimulate or countenance the establish- 
ment of so many banks as would cause 
them to operate without sufficient de- 
sirable business to earn a fair profit, 
it is equally his duty not to foster a 
banking monopoly. Banking in the 
United States is not the privilege of a 
favored few. It is open to all who have 
the necessary capital, character and 
skill, though no good purpose is served 
either by the Comptroller or by state 
authorities in permitting the establish- 
ment of more banks than are needed. 
Taking the country as a whole, and 
without regard to the special needs of 
certain localities, it would seem that for 
some years we might slow down on the 
multiplication of banks, thus giving 
many small existing institutions a 
chance to grow up with the country. 


& 


The Automobile and Wealth 


mobile industry it appears that 

our expenditure on cars and 
trucks mounts up to $8,000,000,000 an- 
nually, and that there are now in use 
some 17,500,000 of these vehicles, or 
about one to every seven inhabitants. 
This vast outlay does not take into ac- 
count the money spent in the construc- 
tion and maintenance of highways ren- 
dered necessary largely through the 
growth of automobile traffic. 

The report mentioned above points 
out that during the period of the motor 
car’s advance in America, deposits in 
savings and commercial banks, assets of 
building and loan associations, and life 
insurance have largely increased. With- 
out claiming too much, it must be ad- 
mitted that the automobile industry has 
contributed materially to these gains. 
It could hardly be otherwise, since the 
industry is responsible for fairly steady 


| a a recent report on the auto- 
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employment of large numbers of work- 
ers at good wages. This must have an 
effect in adding to savings deposits, 
building and loan assets and life in- 
surance. The purchase of materials em- 
ployed in the industry, and the sale of 
the cars, tend to increase the volume of 
deposits in the commercial banks. Much 
has been heard about people drawing 
out their money from banks to buy auto- 
mobiles, but it can hardly be possible 
that the owners of cars, as a whole, 
have a less sum deposited in the banks 
than they did before becoming the 
proud possessors of this swift and com- 
fortable means of travel. No doubt the 
contrary is true. 

The real contribution which the pas- 
senger cars and trucks have made to 
the country’s wealth consists largely in 
the economic uses to which they have 
been put. It is not exaggerating to say 
that in many respects the results have 
been revolutionary. Improved means 
of transportation are essential to the 
continued growth of production and 
trade, and in this respect the automo- 
bile has fully shown its usefulness. Un- 
fortunately, as in the case of nearly all 
great improvements, another industry 
(the railway) has suffered, though the 
hope is entertained that in time a satis- 
factory adjustment of the relations be- 
tween the railways and the automobiles 
may be reached. 


& 


Europe Paying Up 


UCH stress is laid from time 
M to time on the failure of several 

_ European governments to take 
any steps looking to the payment of 
their debts due to the United States. 
Perhaps too little attention has been 
given to the examples of courage and 
sacrifice on the part of those countries 
which are paying their debts to us 
despit: the great hardship these pay- 
ments entail. A recent announcement 
from ihe Treasury was to the effect 
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that $68,000,000 had just been received 
from the debtor countries, Great Britain 
leading with the largest amount, smaller 
sums coming from Finland, Hungary, 
Lithuania and Poland. Those familiar 
with conditions in these countries un- 
derstand quite well that debt-paying at 
this time involves serious hardships, and 
the people of the United States ought 
to put a high value on the example of 
honesty and courage which the action 
of the respective countries implies. 

Leaving out all sentimental considera- 
tions, it may be said that in meeting 
their debts the countries mentioned are 
pursuing a far-sighted policy, and one 
which will profit them greatly in the 
long run. Had circumstances permit- 
ted, a like policy should have been fol- 
lowed by those countries now in default 
on their indebtedness to the United 
States. Indeed, though the sacrifice 
which such a policy would have entailed 
might have seemed insupportable, prob- 
ably it would have turned out in the 
end to have been less costly than the 
policy of indifference which some of the 
countries have pursued. This fact 
seems now to be rather tardily recog- 
nized, but the good effects that earlier 
would have accrued have been largely 
nullified on account of belated action. 

It is a mere platitude to say that 
debts ought to be paid, but for several 
years some of the European nations 
have lived under the illusion that their 
war debts to the United States belonged 
in a category to which this simple rule 
did not apply. Finding that the 
United States refused to take this view, 
some of the countries were quick to un- 
derstand the wisdom of taking the sit- 
uation as it was and acting in a way to 
protect their credit. Others delayed 
action for so long that their credit suf- 
fered, and as time went on the difficulty 
of meeting the situation has increased. 
But, tardy as they have been, it is a 
hopeful sign that they now realize the 
desirability of taking action that will 
at least indicate their willingness to pay 
when circumstances permit. 
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High Receipts from Income 
Taxes 


BILITY to pay taxes is consid- 
ered one of the signs of national 
wealth. Measured by this stand- 

ard, the wealth of the United States is 
now at its highest point, since the re- 
ports of income filed in 1924 reached 
the highest total ever recorded, $26,- 
336,337,843, or nearly $3,000,000,000 
in excess of 1920, when inflation was 
rampant and profits high. The number 
of returns filed last year was 7,698,321, 
or 910,840 greater than the number 
filed in 1928. The actual tax payments 


last year were below those of 1923, due 


au 


to the reduction of 25 per cent. in 1924. 
This would seem to negative the rather 
popular view that a reduction of rate 
would tend to increase total receipts. 

Another interesting phase of the re- 
turns is that the three states of New 
York, Pennsylvania and Illinois paid 
49.34 per cent., or practically one-half 
the entire income tax. 

One object of an income tax is to 
check the accumulation of wealth in a 
few hands, and this purpose would seem 
to be achieved, since no doubt wealth 
tends to accumulate more in New York, 
Philadelphia and Chicago than else- 
where in the country. This accounts for 
the heavy payments in the states named. 
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The Proposed Amendments to the 
Federal Reserve Act 


A Criticism by a Financial Expert of the McFadden Bill, H. R. 
12453 Introduced March 2, and the Text of the Proposed Bill 


In an early number there will be published 
an analysis prepared for THE BANKERS 
MAGAZINE by Congressman McFadden of his 
proposed bill to which this article relates.— 


THE EDITOR. 
; ical analysis by a financial 
expert of the proposed bill, 
known as H. R. 12458, introduced in 
the House of Representatives at Wash- 
ington on March 2, last, by Congress- 
man L, T. McFadden, chairman of the 
Committee on Banking and Currency. 
This analysis is followed by a reproduc- 
tion of the text of Congressman McFad- 
den’s proposed measure, the purpose of 
which is to repeal the so-called “War 
Amendments” of June 21, 1917, to the 
Federal Reserve Act with respect to the 
requirements regarding the reserves to 
be deposited with the Federal Reserve 
Banks by member banks, and the priv- 
ilege of the issuance of Federal Reserve 
notes against gold or acceptances pur- 
chased in the open market. 
The analysis referred to above of the 
proposed measure follows: 


EREWITH is presented a crit- 


The purpose of the McFadden Bill, H. R. 
12453, March 2, 1925, is to revoke amend- 
ments of June 21, 1917, to the Federal Re- 
serve Act in the two following respects: 


1. It would allow member banks to main- 
tain 40 per cent. of their present legal re- 
serves as cash in their vaults, instead of 
requiring 100 per cent. of such reserves to 
be maintained in the Federal Reserve Banks 
as at present. 

2. Its intent is to prevent the issuing of 
Federal Reserve notes against gold or ac- 
ceptances purchased in the open market and 
to permit them to be issued only against 


Reserves Required on 
1 


Central 
Resery. 
Country 


eserve 
ity 


city banks 
banks ....... 
banks ‘a . 


discounts and advances for member banks. 

It should be noted that under (1) this 
bill does not effect a complete return to 
the status before the amendments of 1917. 
When these amendments provided that all 
legal reserves should be maintained at the 
Federal Reserve Banks instead of partly in 
member banks’ own vaults, they also reduced 
the reserve requirements for each class of 
banks as follows, in order to compensate for 
not counting cash in vault as reserve. This 
is illustrated by the table at the bottom of 
the page. 

The McFadden Bill would allow banks to 
count their cash in vault as part of their 
required reserve to the extent of 40 per cent. 
of such reserve, but it does not restore the 
old reserve requirements which were in force 
prior to 1917, because the latter required a 
certain percentage of cash to be carried in 
vault at all times. 


Effect on the Credit Situation of Allowing 
40 Per Cent. of Reserve to be 
Maintained as Cash in Vault 


The four consolidated statements of the 
year 1924 show that, on the average, mem- 
ber banks held $531,000,000 of cash in vault, 
not counted as _ reserve. Consequently, it 
was in addition to the legal reserve main- 
tained with the Federal Reserve Banks. The 
new bill would allow the banks to count 
a large part of this $531,000,000 as reserve. 
In country banks, the cash in vault tends 
to average more than 40 per cent. of the 
total required reserve. In the aggregate, 
it averages about $71,000,000, more than 40 
cent. of their total reserve require- 
ments. In the other groups of banks it 
averages less than 40 per cent. After mak- 
ing various allowances and qualifications, 
it seems clear that under the proposed bill 
member banks would immediately find them- 
selves with at least $400,000,000 of free re- 


per 


Net Demand 
Prior to 1917 
amendments 

.18 of which 6 must be in vault 13 
‘ 15 of which 5 must be in vault 10 
-.---12 of which 4 must be in vault 7 


Deposits 


After 1917 
amendments 


Th. required reserve on time deposits was 5 per cent. before 1917 and 3 per cent. after. 
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serves which they could use as a basis for 
additional extensions of credit. 

An increase in bank reserves always leads 
to an increase in total bank credit consider- 
ably greater than the increase in reserves. 
For every $10 of bank credit outstanding 
about $2 of currency is required and $1 of 
bank reserves; hence for every expansion 
in reserve money of $3 there will normally 
be a $10 increase in the total amount of 
bank credit outstanding. Thus, an increase 
of $400,000,000 in free bank reserves will 
normally result in an increase of about $1,- 
835,000,000 in bank credit outstanding. Any 
expansion of bank credit of this size would 
tend to increase commodity prices, wages, 
and the cost of living. 

The bill would reduce the reserve re- 
quirements of member banks by about $400,- 
000,000 and it is approximately the equiva- 
lent of importing into the country at one 
shipment $400,000,000 gold. It is an in- 
flationary measure. 


Limiting the Collateral for Which Notes 
May be Issued 


The amendments to the Federal Reserve 
Act in 1917 provided that Federal Reserve 
notes might be issued against 


(a) gold, 

(b) acceptances purchased in the open 
market, 

(c) notes of member banks with govern- 
ment securities as collateral, 

(d) rediscounts of commercial paper, 

(e) rediscounts of acceptances. 


The McFadden Bill prevents the issue 
of notes against (a) or (b) and permits 
it only against (c), (d) and (e). It is 
evidently the intent of this provision to 
limit the amount of Federal Reserve notes 
in circulation to the amount of discounts 
and advances to member banks. 


Exclusion of Acceptances Purchased in the 
Open Market 


Presumably the reason acceptances pur- 
chased in the open market were not origi- 
nally made available as collateral for Fed- 
eral Reserve notes was that at the passage 
of the act there were no acceptances and it 
was difficult to foretell how the permission 
to create them would be used. By 1917, 
the creation of acceptances on sound lines 
had been developed. A discount market 
existed, and still exists, and in this market 
if it ever seems desirable the Federal Re- 
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serve Banks can sell the acceptances they 
have purchased, something they cannot do 
with the promissory notes member banks re- 
discount with them. The fact is that, or- 
dinarily, most of the acceptances held by 
Federal Reserve Banks have been endorsed 
by member banks. They are purchased 
rather than rediscounted because the pur- 
chase rate for such bills is usually less than 
the rediscount rate, and banks naturally dis- 
pose of them at the cheapest rate. The 
acceptance of the Tenth National Bank en- 
dorsed by the Peoples Trust Company is 
the same piece of paper whether acquired 
under Section 13 or Section 14. It repre- 
sents a movement of goods to market; it 
bears an additional banking name as com- 
pared with the promissory note; and it 
should be eligible for use as collateral 
against Federal Reserve notes, whether it 
be rediscounted or purchased in the open 
market. The exclusion of acceptances pur- 
chased in the open market as collateral 
would have been serious in 1920 and might 
at some time be serious again. 


Exclusion of Gold 


The provisions of the McFadden Bill 
would not accomplish with respect to gold, 
the purpose they are designed to effect. 
The Federal Reserve Act provides—and the 
new McFadden Bill does not modify this 
provision—that “any Federal Reserve Bank 
may at any time reduce its liability for out- 
standing Federal Reserve notes by deposit- 
ing with the Federal Reserve Agent its re- 
serve notes, gold, gold certificates or lawful 
money of the United States.” Prior to the 
passage of the amendments in 1917 it was 
the practice under this clause of the act 
for Federal Reserve Banks to issue Federal 
Reserve notes to a larger amount than the 
amount of commercial paper rediscounted 
for member banks. By depositing gold with 
the Federal Reserve Agent the collateral 
against which notes were originally issued 
was withdrawn and used again as collateral 
for additional issues of notes. By this 
means notes were, in practice, issued against 
gold. 

But let us assume that the above provision 
were also to be amended so as to bring 
about the object the bill has in mind. What 
would be the effect? 

There are now outstanding $1,731,000,000 
of Federal Reserve notes. The amount of 
paper discounted which would be proper 
security for Federal Reserve notes under 
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the McFadden Bill is now $410,000,000. 
Thus if the bill were effective in its purpose 
there would have to be retired $1,321,000,000 
of Federal Reserve notes, and these notes 
would be replaced in circulation by gold cer- 
tificates drawn from the gold holdings of 
the Federal Reserve Banks. 


Effect on the Federal Reserve Banks 


To the extent that note circulation was re- 
placed by gold certificates, to the amount 
of about $1,321,000,000, there would be a 
net loss of gold to the Federal Reserve sys- 
tem. 

As indicated above, the bill would also 
result in giving the member banks of the 
country excess reserves of about $400,000,- 
000. As these reserves were invested, or 
lent, there would be a withdrawal of cur- 
rency from the Federal Reserve Banks equi- 
valent to $2 of currency for every $10 of 
credit expansion, with $1 retained as re- 
serve. As explained above, on a basis of 
$400,000,000 reserve, the potential credit ex- 
pansion is about $1,335,000,000. If $2 of 
currency is withdrawn for circulation for 
every $10 of this $1,335,000,000 expansion, 
this would mean the withdrawal of gold 
from the Federal Reserve System for use 
as currency of about $267,000,000. 

There would probably be some additional 
withdrawals of gold by member banks wish- 
ing to retain larger amounts of their re- 
serves in their own vaults. These amounts 
are difficult to estimate, but it seems likely 
that they would total at least $150,000,000. 
Banks would no longer feel the same pres- 
sure to keep their cash in vault at the low- 
est possible figure and the added convenience 
of retaining larger amounts of cash in vault 
would almost surely lead to some such in- 
crease. 

This would give us then a total net loss 
of gold from the Federal Reserve system 
of about $1,750,000,000. The net results in 
the operating statistics of the Federal Re- 
Serve system are shown in the following 
table: 


© sacnracn 
CONGRESSMAN L. T. McFADDEN 


Chairman of the Committee on Banking and 
Currency, House of Representatives, and 
author of the bill proposing amend- 
ments to the Federal Reserve Act 


We thus see that the proposed amend- 
ment, if adopted, would reduce the reserve 
percentage of the system from 75 to 57 per 
cent., and would reduce the amount of free 
gold from about $1,529,000,000 to about 
$465,000,000. There is also, at present, an 
additional potential reserve of $900,000,000 
gold certificates in circulation, which if 
needed for export or any other purpose, 
can be replaced almost immediately under 
the present act by Federal Reserve notes. 
Under the McFadden Bill, the system’s 
power to meet emergencies would be much 
reduced. 


Effect on World Credit and Resumption of 
Gold Payment 


As a result of the economic events of the 
war and post-war period this country ab- 


RESERVE POSITION OF FEDERAL RESERVE SYSTEM 


(In millions of dollars) 


UIE Kise cteseukocsaned 


1 note and deposit liability 
POND. cesscienvetimnteeniscitecncsasiowsesticees 
! beyond present reserve requirements 


March 11, 1925 Under McFadden Bill 
.--8,011 1,273 
--.2,256 1,839 
410 
2,249 
56.6 


465 
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sorbed $2,100,000,000 of the world’s gold sup- 
ply. Much of this gold is now urgently 
needed throughout the world as a basis for 
restabilization of currency and banking sys- 
We are the cvstodians of a gold sup- 
ply, much of which the world will require 
again as it gets back to normal condition. 
Under the Federal Reserve system, as it now 
exists, this gold is maintained in available 
form where it may be restored to other na- 
tions as rapidly as they are able to reach 
comparative stabilization, balance their bud- 
gets, and pay for the gold. 

The proposed McFadden Bill, if effective 
in achieving its intent, would dissipate these 
large gold reserves and make us unable to 
provide gold to meet the needs of the world, 
without the forced retirement of large 
amounts of gold from the circulating me- 
dium or large decreases in bank deposits 
releasing bank reserves. Either of these 
would mean drastic deflation, for the power 
of expansion of the Federal Reserve sys- 
tem would be too limited to meet any large 
need for gold. The free gold for export 
would be under $500,000,000. 

We may summarize by estimating that 
the first effect of the passage of the 
McFadden Bill would be a period of infla- 
tion as member banks were given large ex- 
cess reserves, but that in the course of time, 
as other countries began to draw upon us 
for gold, the crippled Federal Reserve sys- 
tem would be unable to furnish this gold 


tems. 


in any large amounts and it would only 
Inflation 
favorable to the 
withdrawal of gold by other countries, but 


be secured by drastic deflation. 


would create conditions 


the deflation which would arise when the 
withdrawals began would set up conditions 
making it almost impossible for them to 
pay for the gold. The tendency would be 
to upset the relative stability the United 
States has recently enjoyed, first in one di- 
rection and then in the other, working great 
hardship in this nation. 

It should be borne in mind that in any 
gold standard country the supply of gold 
held by the bank of issue is the backlog 
of the entire credit system. Banks of issue 
everywhere acquire gold by two methods: 
first, through issuing notes, and _ second, 
through creating deposits. The larger the 
supply of gold held by the bank of issue 
and the more nearly covered by gold its 
notes are, the stronger credit conditions 
are in the country it serves. In no European 
country was credit considered sounder than 
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in England before the war, due largely to 
the fact that the Bank of England notes 
were covered almost entirely by gold. The 
Federal Reserve Banks, between the date 
they opened and the date America entered 
the war, accumulated over $300,000,000 of 
gold by following the universal practice of 
banks of issue in accumulating gold by is- 
suing notes against it. The possession of 
this added amount of gold, which would 
have been impossible if, during those vears, 
the intent of the McFadden Bill had been 
carried out, greatly aided the system in 
financing America’s participation in the war. 
No inflation is created, no elasticity is lost, 
by issuing Federal Reserve notes against 
gold. To deprive the Federal Reserve 
Banks of this privilege would be like cut- 
ting off a man’s right arm and right leg, 
and still expecting him to do his day’s work. 


Misconceptions Involved in the Bill 


Mr. McFadden has stated that the bill 
proposes to revoke amendments of June 21, 
1917, on the ground that these were war 
amendments designed to meet the needs of 
the war situation. As a matter of fact, 
the amendment regarding gold simply recog- 
nized a practice which had been carried on 
since the day the system opened, while the 
amendment reducing reserves and leaving 
member banks free to carry only such vault 
cash as they required was conceived prior 
to the entry of the United States into the 
World War in April 1917. The latter was 
recommended to the Federal Reserve Board 
by the Federal Reserve Agents at their an- 
nual meeting in December 1916. The pro- 
posal arose as a result of two years’ ex- 
perience in the operation of the Federal Re- 
serve system and its purposes were to 
strengthen the Federal Reserve system by 
the greater stabilization of reserves; to sim- 
plify reserve calculations, both for the Fed- 
eral Reserve Banks and member banks; 
and to place reserve balances in more se- 
cure safekeeping than is possible when large 
amounts of till money are scattered in in- 
dividual banks. It has had the further im- 
portant effect of economizing the use of 
currency. 

All of these reasons hold good at the 
present time, and have been amply justified 
by experience. While nobody, at that time, 
realized the strain to which the Federal Re- 
serve system would be subjected in the fol- 
lowing few years, the 1917 amendments made 
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it possible for the system to provide for all 
credit needs throughout the war and post- 
war periods. Without them the system 
would have had difficulty in meeting the 
emergency. The needs of. current opera- 
tions, as well as the desirability of being in 
a position to meet future emergencies, in- 
dicate the desirability of continuing the 1917 
amendments in force. 

In his discussion of the bill, Mr. McFadden 
asserts that the privilege of issuing Federal 
Reserve notes against gold as collateral is 
an inflationary measure. This is not the 
case. For every note so issued there is a 
corresponding retirement of gold from cir- 
culation. If the member bank has $100 of 
gold, it may, at any time, exchange that 
gold for gold certificates which can be used 
as currency. It makes no difference, from the 
point of view of the effect on the amount of 
currency or credit in use, whether a member 
bank exchanges gold for gold certificates or 
exchanges gold for Federal Reserve notes. 
The note issued against gold is really an- 
other form of gold certificate. In each case 
the member bank has to pay for the cur- 
rency secured. The absorption of gold by 
the issuance of Federal Reserve notes 
strengthens the position of the Reserve 
Banks and makes possible larger advances 
to member banks. Expansion or inflation 
does not occur until the member bank bor- 
rows from the Reserve Bank. The borrow- 
ing is the act that expands or inflates credit, 
and if the credit thus created is withdrawn 
in currency, it does not make the slightest 
difference in effect on credit conditions, 
whether it is withdrawn in Federal Reserve 
notes, gold certificates, silver certificates, 
legal tender or national bank notes. The 
only place where the effect differs is in the 
Federal Reserve Bank, where the with- 
drawal of gold lowers its reserve and re- 
duces its ability to extend further credit, 
whereas the withdrawal in Federal Reserve 
notes impairs its ability to do so to a far 
less degree. 

The premises upon which the elimination 
of the 1917 amendments to the Federal Re- 
Serve Act is suggested do not appear to be 
correct. The only amendment passed at 
that time which was, strictly speaking, a 
“war amendment” was the provision that 
member bank notes secured by government 
paper, might be accepted as collateral for 
Feder:l Reserve Notes. Mr. MeFadden’s 
amenciment makes no attempt to change this 
provision. The portions of the amendment 


which he proposes changing were not, in 
their origin, war amendments, but were 
amendments arising from the experience of 
two years of operation of the system. 


Text of McFadden Bill 


Following is the text in full of the 
McFadden Bill, H. R. 12453: 


A BILL 


To amend the Federal Reserve Act, as 
amended 

Be it enacted by the Senate and House 
of Representatives of the United States of 
America in Congress assembled, that sub- 
division (a) of ‘the second paragraph of 
section 14 of the Federal Reserve Act, as 
amended, is amended to read as follows: 


“(a) To deal in gold coin and bullion at 
home or abroad, to make loans thereon, 
and to contract for loans of gold coin or 
bullion, giving therefor, when necessary, 
acceptable security, including the hypothe- 
cation of United States bonds or other se- 
curities which Federal Reserve Banks are 
authorized to hold.” 

Sec. 2. (a) The second, third, and fourth 
paragraphs of section 16 of the Federal Re- 
serve Act, as amended, are amended to read 
as follows: 

“Any Federal Reserve Bank may make 
application to the local Federal Reserve 
Agent for such amount of the Federal Re- 
serve notes hereinbefore provided for as 
it may require. Such application shall be 
accompanied with a tender to the local Fed- 
eral Reserve Agent of collateral in amount 
equal to the sum of the Federal Reserve 
notes thus applied for and issued pursuant 
to such application. The collateral security 
thus offered shall be notes, drafts, bills of 
exchange, or acceptances acquired under the 
provisions of section 13 of this Act, but in 
no event shall such collateral security be 
less than the amount of Federal Reserve 
notes applied for. The Federal Reserve 
Agent shall each day notify the Federal 
Reserve Board of all issues and withdrawals 
of Federal Reserve notes to and by the 
Federal Reserve Bank to which he is ac- 
credited. The Federal Reserve Board may 
at any time call upon a Federal Reserve 
Bank for additional security to protect the 
Federal Reserve notes issued to it. 

“Every Federal Reserve Bank shall main- 
tain reserves in gold or lawful money of not 
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less than 35 per cent. against its deposits 
and reserves in gold of not less than 40 
per cent. against its Federal Reserve notes 
in actual circulation, and not offset by gold 
or lawful money deposited with the Federal 
Reserve Agent. Notes so paid shall bear 
upon their faces a distinctive letter and 
serial number which shall be assigned by 
the Federal Reserve Board to each Federal 
Reserve Bank. Whenever Federal Reserve 
notes issued through one Federal Reserve 
Bank shall be received by another Federal 
Reserve Bank, they shall be promptly re- 
turned for credit or redemption to the Fed- 
eral Reserve Bank through which they were 
originally issued or, upon direction of such 
Federal Reserve Bank, they shall be for- 
warded direct to the Treasurer of the 
United States to be retired. No Federal 
Reserve Bank shall pay out notes issued 
through another under penalty of a tax of 
10 per cent. upon the face value of notes 
so paid out. Notes presented for redemp- 
tion at the Treasury of the United States 
shall be paid out of the redemption fund and 
returned to the Federal Reserve Banks 
through which they were originally issued, 
and thereupon such Federal Reserve Bank 
shall, upon demand of the Secretary of the 
Treasury, reimburse such redemption fund 
in lawful money or, if such Federal Re- 
serve notes have been redeemed by the 
Treasurer in gold or gold certificates, then 
such funds shall be reimbursed to the ex- 
tent deemed necessary by the Secretary of 
the Treasury in gold or gold certificates, and 
such Federal Reserve Bank shall, so long 
as any of its Federal Reserve notes remain 
outstanding, maintain with the Treasurer in 
gold an amount sufficient in the judgment 
of the Secretary to provide for all re- 
demptions to be made by the Treasurer. 
Federal Reserve notes received by the Treas- 
urer otherwise than for redemption may be 
exchanged for gold out of the redemption 
fund hereinafter provided and returned to 
the Reserve Bank through which they were 
originally issued, or they may be returned 
to such bank for the credit of the United 
States. Federal Reserve notes unfit for 
circulation shall be returned by the Fed- 
eral Reserve Agents to the Comptroller of 
the Currency for cancellation and destruc- 
tion. 

“The Federal Reserve Board shall require 
each Federal Reserve Bank to maintain on 
deposit in the Treasury of the United States 
a sum in gold sufficient in the judgment of 
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the Secretary of the Treasury for the re- 
demption of the Federal Reserve notes is- 
sued to such bank, but in no event less than 
5 per cent. of the total amount of notes 
issued; but such deposit of gold shall be 
counted and included as part of the 40 per 
cent. reserve hereinbefore required. The 
board shall have the right, acting through 
the Federal Reserve Agent, to grant, in 
whole or in part, or to reject entirely the 
application of any Federal Reserve Bank 
for Federal Reserve notes; but to the extent 
that such application may be granted the 
Federal Reserve Board shall, through its 
local Federal Reserve Agent, supply Fed- 
eral Reserve notes to the banks so applying, 
and such bank shall be charged with the 
amount of notes issued to it and shall pay 
such rate of interest thereon as may be 
established by the Federal Reserve Board. 
Federal Reserve notes issued to any such 
bank shall, upon delivery, together with 
notes of such Federal Reserve Bank as may 
be issued under section 18 of the Act upon 
security of United States 2 per cent. Gov- 
ernment bonds, become a first and para- 
mount lien on all the assets of such bank.” 

(b) The sixth paragraph of section 16 of 
such Act is amended to read as follows: 

“The Federal Reserve Agent shall hold 
such gold, gold certificates, or lawful money 
available exclusively for exchange for the 
outstanding Federal Reserve notes when 
offered by the reserve bank of which he is 
a director. Upon the request of the Secre- 
tary of the Treasury the Federal Reserve 
Board shall require the Federal Reserve 
Agent to transmit to the Treasurer of the 
United States so much of such gold as may 
be required for the exclusive purpose of the 
redemption of such Federal Reserve notes.” 

Src. 3. Section 19 of the Federal Reserve 
Act, as amended, is amended to read as 
follows: 

“Sec. 19. Demand deposits within the 
meaning of this Act shall comprise all de- 
posits payable within thirty days, and time 
deposits shall comprise all deposits payable 
after thirty days, all savings accounts and 
certificates of deposit which are subject to 
not less than thirty days’ notice before pay- 
ment, and all postal savings deposits. 

“Every bank, banking association, oT 
trust company which is or which becomes 
a member of any Federal Reserve Bank 
shall establish and maintain the following 
reserves, 60 per cent. of which shall in each 
case be held as an actual net balance with 
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the Federal Reserve Bank of its district and 
the remaining 40 per cent. of which shall be 
held either in the same manner or in its own 
vaults in such ratio as it deems expedient: 

“(a) If not in a reserve or central reserve 
city, as now or hereafter defined, reserves 
equal to not less than 7 per cent. of the 
aggregate amount of its demand deposits 
and & per cent. of its time deposits; 

“(b) If in a reserve city, as now or here- 
after defined, reserves equal to not less than 
10 per cent. of the aggregate amount of its 
demand deposits and 3 per cent. of its time 
deposits, but if located in the outlying dis- 
tricts of a reserve city or in territory added 
to such a city by the extension of its cor- 
porate charter, it may, upon the affirmative 
vote of five members of the Federal Reserve 
Board, establish and maintain the reserves 
specified in paragraph (a) hereof; 

“(c) If in a central reserve city, as now 
or hereafter defined, reserves equal to not 
less than 18 per cent. of the aggregate 
amount of its demand deposits and 3 per 
cent. of its time deposits, but if located in 
the outlying districts of a central reserve 
city or in territory added to such city by the 
extension of its corporate charter, it may, 
upon the affirmative vote of five members of 
the Federal Reserve Board, establish and 
maintain the reserves specified in para- 
graph (a) or (b) hereof. 

“No member bank shall keep on deposit 
with any state bank or trust company which 
is not a member bank a sum in excess of 
10 per cent. of its own paid-up capital and 


surplus. No member bank shall act as the 
medium or agent of a non-member bank in 
applying for or receiving discounts from a 
Federal Reserve Bank under the provisions 
of this act, except by permission of the 
Federal Reserve Board. 

“The reserves required by this act to be 
established and maintained by a member 
bank may, under such regulations and sub- 
ject to such penalties as may be prescribed 
by the Federal Reserve Board, be checked 
against and withdrawn by such member 
bank for the purpose of meeting existing 
liabilities: Provided, however, That no bank 
shall at any time make new loans or shall 
pay any dividends unless and until such re- 
serves are fully restored. 

“In estimating the reserves required by 
this Act, the net difference of amounts due 
to and from other banks shall be taken as 
the basis for ascertaining the deposits 
against which reserves shall be determined. 

“National banks, or banks organized under 
local laws, located in Alaska or in a de- 
pendency or insular possession or any part 
of the United States outside the continental 
United States, may remain non-member 
banks, and shall in that event maintain re- 
serves and comply with all the conditions 
now provided by law regulating them; or 
said banks may, with the consent of the 
Federal Reserve Board, become member 
banks of any one of the reserve districts, 
and shall in that event take stock, maintain 
reserves, and be subject to all the other 
provisions of this Act.” 














HERE is a belief, widely held on both sides of the Atlantic, 

that good business depends on cheap money, and that even 
moderate increases in money rates can turn good business into 
depression. It is a fantastic idea, unsound in theory and re- 
peatedly refuted in economic history. The causal relation 
between business and money rates is, for the most part, 
directly the reverse. Good business makes firm money and 
business depression makes cheap money, other things equal. 
—Benjamin M. Anderson, Jr. 
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Association of a $2,500 reward for every bank robber killed 


A Bounty For Bank Robbers 


N July 6 one hundred banks in 
Chicago and Cook County posted 
notices offering a reward of 

$2500 to any policeman or bank em- 
ployee killing a bank bandit, and offer- 
ing $1000 to anyone giving information 
leading to the arrest and conviction of 
such a bandit. This is the culmination 
of a campaign of over a year to reduce 
bank robberies, and has been adopted as 
a last resort, to protect the lives of 
bank employees and the money of de- 
positors, by making it, in the words of 
E. N. Baty, executive secretary of the 
Chicago and Cook County Bankers 
Association, “As profitable for a police- 
man to kill a bandit as it is for a bandit 
to kill a policeman.” 

During 1924 there were more bank 
robberies in Chicago than during the 
three previous years combined. This 
situation has engaged the careful 
thought of the members of the associa- 
tion for months. To remedy it, in addi- 
tion to posting a reward for bandits, 
they have established seven patrols 
which visit each member bank seven or 
eight times each day. Furthermore, the 
police department has stationed a dead 
shot within good shooting distance of 
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The notice offering a reward for killing bank robbers, 
recently posted in Chicago and Cook County Banks 


each bank in the outlying districts dur- 
ing banking hours, with orders to shoot 
to kill where an attempt is made to com- 
mit a crime with a gun. 
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The Bank of Poland 


The Financial Situation of Poland 
By Wladyslaw Grabski 


Prime Minister and Minister of Finance of Poland 


(Photographs accompanying this article were supplied by courtesy of the monthly publication “‘Poland’’) 


AM glad to have this opportunity 
| to explain to American bankers 

through the columns of THE 
Bankers MaGazine some of the recent 
outstanding achievements of the Polish 
Treasury. The change from a state of 
annual deficits and fiscal disorder with 
a paper currency becoming ever more 
depreciated and normal commercial 
operations impossible, to the present 
state in which Poland finds itself, with 
sound money, a balanced budget, and 
confidence in the Government’s financial 
responsibility firmly established at 
home--this transformation has been ef- 
fected rapidly but without anything 
that savored of the spectacular. We 
realiz: that it will take time for the 
outsid: world, especially distant Amer- 
ica, to appreciate fully the results 
achievcd, but unless it does hasten to 
revani) all of its old conceptions of 


Polish finances, it will be in danger of 
forming judgments on obsolete data. 
Let me sketch the financial situation 
of Poland at the beginning of last year. 
On January 1, 1924, the Polish mark, 
an unsecured paper currency inherited 
from the German occupational regime, 
was quoted in the world markets at 
approximately 10,000,000 to the dollar. 
The expenses of the Government were 
several times its revenues. No sooner 
had taxes been assessed than the mark 
lost half or more of its value so that 
their yield, when collected, was wholly 
insufficient to meet the running expenses 
of the state. The Government railway 
system, unable to meet its operating ex- 
penses by receipts, was a terrific drain 
on the resources of the Treasury which 
had to meet the railway deficit. Internal 
credit was almost non-existent, for who 
would lend money to be repaid at a 
159 
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Assembling plant of locomotive works in Warsaw 


Interior of tube rolling mill at Sosnowiec 
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later date in a currency which might 
have lost nine-tenths of its value? The 
contraction of foreign loans at that time 
was practically out of the question, for 
obvious reasons. This was the picture 
at the beginning of last year. 

The turning point was at hand. By 
that time all classes of the population 
had come to realize that a depreciated 
currency carried no real benefit for 
anybody, and that if the Government 
was to be saved from bankruptcy, the 
most drastic measures were necessary. 
It was also apparent that, until Poland 
had taken its affairs in hand and made 
a genuine start toward a sound fiscal 
policy, there was no help to be had 
from outside the country. The legisla- 
ture led the way by granting extra- 
ordinary powers to the Government to 
deal with financial problems. This 
assignment of almost dictatorial powers 
in matters of finance was first granted 
for a period of six months, expiring 
June 30, 1924, and then renewed for 
another six months. There can be no 
question that without this complete lib- 
erty of action with all that this freedom 
implied in finding short cuts and elim- 
inating red tape the cabinet over which 
I had the honor of presiding as Premier 
and Minister of Finance would have 
been unable to accomplish in so short 
a time the series of reforms which I am 
about to describe briefly. 


The Introduction of the Zloty 


The first step was to introduce a 
theoretical gold unit, the zloty, equiva- 
lent in value to the gold franc, to keep 
the accounts of the Government in this 
unit, and to assess and collect taxes in 
terms of zlotys and not in terms of 
Polish marks. This was done by law 
from January 1, 1924, and the beneficial 
results were immediately visible. There 
was no longer any reason for the tax- 
payer's postponement of his payments 
in the hope of profiting by a further 
decline of the mark. As a means of 
keeping a close tab on the government 
finances, the Treasury introduced a sys- 
tem of monthly budgets so that we could 
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know exactly where we stood at any 
time. This system has proved such a 
useful device for restraining expendi- 
tures that it has been adopted per- 
manently. 

The extraordinary fluctuations in the 
exchange rate of the Polish mark had 
been influenced by an orgy of private 
speculation on the part of irresponsible 
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Prime Minister and Minister of Finance 
of Poland 


traders in Warsaw. Encouraged by in- 
creased revenues which the gold valori- 
zation of taxes and the imposition of 
new taxes were bringing in during Jan- 
uary, the Government decided on an at- 
tempt to stabilize the mark at approxi- 
mately its then market rate as a pre- 
liminary to its plans for establishing a 
new currency. To do this, it was neces- 
sary to make a very bold attack on the 
speculators by drawing on almost the 
last reserves of our slender stock of 
dollars and throwing them on the mar- 
ket to paralyze the speculators and de- 
feat their game. Fortunately, this 
daring stroke was completely success- 
ful, and the mark was stabilized at 
about 8,000,000 to the dollar. At the 
same time a presidential decree an- 
nounced the stopping of the printing of 
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Main banking floor of the Bank of Poland 


new bank notes to meet the needs of 
the Treasury. 


Establishment of the Bank of Poland 


The Government then turned its at- 
tention to the introduction of a sound 
currency which should be really Polish 
and enable it to rid itself of its unhappy 
mark heritage. The method adopted 
was to establish a private bank known 
as the Bank of Poland and confer on 
this bank the right to issue bank notes 
on conditions stipulated by law, which 
were such as to guarantee that these 
bank notes would exchange on equal 
basis with gold. The bank was char- 
tered with a capital of 100,000,000 
zlotys, to be paid in foreign moneys of 
high value and the stock was offered 
to the public for subscription. An in- 
tensive campaign was carried on in 
Poland for two months and on the out- 
come rested the whole plan of financial 
reform. The Government was prepared 
to subscribe up to 40 per cent. of the 
capital stock from its own resources in 
case the public response was not ade- 


quate, for it was realized that the bank’s 
success was doubtful if the nation itself 
did not come forward whole-heartedly 
to support this cornerstone of our new 
fiscal policy. Only a _ pronounced 
optimist could have foreseen, however, 
that the nation would rise in support 
of the Government’s program to the ex- 
tent that it did. Without the aid of 
foreign capital and without governmen- 
tal aid the public oversubscribed the 
bank’s capital. For legal purposes the 
Government acquired 5 per cent. of the 
stock. 

The Bank of Poland began function- 
ing on April 28, 1924. It issued its 
own bank notes, which were legal ten- 
der, against its assets, represented 
largely by holdings of dollars. The next 
step was to call in the marks and ex- 
change them for zloty bank notes at 
the rate of 1,800,000 marks to the zloty, 
which was the approximate value of 
the mark at that time, on the exchange. 
Marks and zlotys were allowed to cir- 
culate equally as legal tender for a few 
weeks, but thereafter the mark was de- 





THE BANKERS MAGAZINE 


STANISLAW KARPINSKI 
President of the Bank of Poland 


prived of this privilege and before the 
end of last year practically all of the 
amount outstanding had been exchanged 
for zlotys. 


Success of the Bank of Poland 


The Bank of Poland has been a suc- 
cess from the start. It has maintained 
a policy of strict conservatism, so far 
as its note issuing functions were con- 
cerned. The law requires that each 
zloty note be covered by a reserve of 
which at least 30 per cent. shall be in 
gold or gold equivalent and the balance 
by holdings of commercial paper care- 
fully regulated by law to assure conserv- 
ative security. It has maintained a free 
market in foreign exchange so that the 
holder of its bank notes may exchange 
them for dollars if he so desires. The 
exchange of zlotys for dollars is, as 
everybody knows, practically the equiv- 
alent of an exchange for gold, so that 
the zloty may fairly be said to have a 
gold basis. The bank’s operations ex- 
pande normally and, as its holdings in 


gold and foreign currencies have risen, 


it has expanded its note issues, always 


WLADYSLAW MIECZKOWSKI 
General Manager of the Bank of Poland 


keeping well within the requirements of 
the law. Such criticism as has been 
directed against the bank has been based 
on the charge that it was over-conserva- 
tive and was maintaining a gold reserve 
of approximately twice the minimum re- 
quired by law. The Treasury has felt 
that in the beginning of its operations 
and in view of the history of the mark, 
it was wiser to err on the side of cau- 
tion and has, therefore, supported the 
bank in this policy. 

The statement of the bank as of 
March 31, 1925, shows gold holdings 
of 116,619,824 zlotys, holdings of for- 
eign moneys amounting to 259,392,901 
zlotys, a total of 376,012,725 zlotys, as 
against bank notes outstanding to the 
amount of 563,171,945 zlotys, a cover- 
age of more than 60 per cent. or twice 
the legal minimum. The total assets of 
the bank were given at 795,375,511 
zlotys, or approximately $130,000,000. 

The directors of the Bank of Poland 
at the January meeting reported that 
the books for 1924 had been closed with 
a profit of 11,970,098 zlotys. Ten per 
cent. of the profits was set aside for a 
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reserve fund, an 8 per cent. dividend 
was paid to the stockholders, and the re- 
naining profits were paid into the Gov- 
srmment Treasury in accordance with 
law. The future of the Bank of Poland 
seems assured, and it is but a matter of 
time until it wins for itself a reputation 
in the international banking world com- 
mensurate with that which it has 
already gained in Poland in the first 
year of its existence. 


Reducing the Number of Government 
Employees 


A cardinal point in the Government’s 
reform program has been the reduction 
of the number of government employees 
to the lowest point consistent with an 
efficient administration. In the course 
of last year the staffs of the various de- 
partments were reduced by more than 
40,000 and this policy of consolidating 
bureaus and reducing the personnel, 
wherever possible, has been permanently 
adopted. 

Prior to 1924, the Government rail- 
ways had been operated at a tremendous 
deficit. It was apparent to all that the 
treasury could not effect a balanced bud- 
get if it were obliged to provide huge 
sums to meet the annual railway deficit. 
The Government, therefore, separated 
the railway administration completely 
from the accounts of the Treasury and 
made a determined effort to make it 
self-supporting. Rates were increased, 
the number of workmen employed re- 
duced, and every possible economy re- 
sorted to. The results of the first year 
of operation under this plan were very 
satisfying. Operating receipts exceeded 
operating expenses for the first time 
since the organization of the Polish 
railway system. The railways succeeded 
in raising a loan of about 25,000,000 
zlotys on a 10 per cent. basis which 
was applied, along with the operating 
surplus, to the capital investments which 
were essential. The Government felt 
justified in appropriating a compara- 
tively small sum to the railways to 


bring their resources up to the amount 
of the essential outlay for improve- 
ments. The showing of the railways 
last year, which was a year of general 
industrial and agricultural depression, 
was very satisfactory under the circun- 
stances, and in a more normal year, with 
increased traffic moving, the railway ad- 
ministration should have no difficulty in 
returning a surplus. It must be borne 
in mind that the Polish railways have a 
comparatively slight bonded indebted- 
ness in comparison with their mileage 
of roughly 14,000 miles. The quality of 
our railway service has been admitted 
by impartial observers as comparable 
with that of any other continental coun- 
try; in fact, at least one eminent for- 
eign student of Polish conditions ex- 
pressed the opinion, inconceivable to our 
business men, that Poland’s railway 
system was more modern and of a 
higher quality than the needs of the 
country required. 

Thanks to our system of monthly 
budgets, we knew exactly where the 
Treasury stood at all times during the 
year. But nevertheless it was a distinct 
pleasure when the annual report of the 
Government’s finances for the year 1924 
was compiled, soon after the first of 
1925, and we were able to announce 
that the revenues had exceeded its ex- 
penses, leaving a small surplus. To 
appreciate in full the significance of 
this statement it is only necessary to 
refer to the annual statement for 1923, 
which showed that expenses were 230 
per cent. of the revenues. 


Poland’s Debt to America 


Poland was indebted to the Govern- 
ment of the United States for a prin- 
cipal sum of about $160,000,000, repre- 
senting credits granted by the Ameri- 
can Government in 1919 and succeed- 
ing years for foodstuffs, medical sup- 
plies, railway cars, and surplus army 
stocks, together with shipping charges 
thereon. These supplies had played 4 
vital part in Poland’s struggle against 
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famine and epidemics in those early 
years. It goes without saying that this 
obligation was universally recognized in 
Poland and the Government was anxious 
to regularize this debt at the earliest 
possible moment. Some interest pay- 
ments had been made, but the chaotic 
state of Polish exchange had made it 
impossible to meet the interest obliga- 
tions in full. Immediately after suc- 
cessfully establishing the zloty and bal- 
ancing the Government’s budget so that 
it was possible to look ahead, Poland 
instructed its Minister at Washington 
to initiate negotiations looking toward 
the funding of our American indebted- 
ness. These were pushed to a speedy 
conclusion and before the end of last 
year a debt refunding agreement was 
signed in Washington, by the terms of 
which Poland will make full payment 
of its obligations, principal and interest, 
to the United States in sixty-two years. 
Likewise the various debts to other 
European Governments were consoli- 
dated so that, at the present time, 
Poland has no outstanding debt ques- 
tions. 

The total indebtedness of the Gov- 
ernment is surprisingly small in com- 
parison with our population and national 
wealth. Our debt to the American Gov- 
ernment is about 925,000,000 zlotys 
and our indebtedness to all other gov- 
ernments amounts to about 450,000,000 
zlotys. Our indebtedness, represented 
by loans abroad contracted by bond is- 
sues, on the first of January, 1925, 
amounted to 190,000,000 zlotys, and 
our indebtedness to private creditors 
abroad, on that date, totaled approxi- 
mately 28,000,000 zlotys. Our entire 
external debt, therefore, at the first of 
this year was approximately 1,600,000,- 
000 zlotys, or in dollars about $320,- 
000,000. Our internal indebtedness 
amounted to approximately 128,000,000 
zlotys. Domestic and external included, 
this makes a per capita indebtedness 
of less than $15, which is assuredly 
not a heavy charge on the country. 


Determined to Keep Finances on 
Sound Basis 


The firmness and decision with which 
the Polish people have placed their 
house in order in the manner which I 
have outlined should be convincing proof 
of their loyalty to their Government 
and their determination to maintain it, 
at whatever cost, on a solid and stable 
basis. The first five years of their new 
national life have offered almost every 
imaginable test of the vitality of the 
Polish nation. All these we have met 
and come through with increased con- 
fidence to face the problems of the 
future. 

While we are not relaxing our meas- 
ures to maintain the finances of the Gov- 
ernment on their present solid basis, 
our efforts are now centered rather on 
the problems of reorganizing our na- 
tional life in the spheres of industry and 
agriculture, with the object of bringing 
them up to the level of financial stability 
which the Government has reached in 
its own sphere. Here the problem is 
one of obtaining the necessary liquid 
capital, the present scarcity of which 
is the chief factor holding back our na- 
tional prosperity. The increase of the 
supply of capital at home, dependent, 
as it is, on the growth of national sav- 
ings, is, necessarily, a slow process. In 
the meantime, wise policy dictates that 
we do everything feasible to make in- 
vestments in Poland as attractive as 
possible to foreign capital. Our efforts 
in this respect are, of late, meeting with 
increased success and it is to be expected 
that foreign investments in Polish in- 
dustry will expand in the measure that 
foreign capitalists come to appreciate 
the opportunities which present day 
Poland offers. The successful flotation 
of a Republic of Poland loan for $25,= 
000,000 in New York in February last 
was a gratifying evidence of confidence 
on the part of a discriminating Ameri- 
ean public. 

Of one thing we may be certain. No- 
thing can profoundly disturb Poland ex- 
cept a repetition of the cataclysmic 
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World War, and risks predicated on that 
horrible thought would apply almost 
equally to every large country in 
Europe. Happily, the outlook is for 


a continuation of the present process of 
peaceable, even if occasionally ill-hu- 
mored, adjusting of the nations to their 
post-Versailles status. 


uw 


Wealth or Income? 
By Richard W. Saunders 


HE desire to possess a large sum of 

money is often held out as the theme 

of the great American anthem, but if 
the books and literature of our neighbors 
on this terrestial globe are to be believed, 
the desire is a universal one. So far as 
can be observed, the struggle for wealth is 
world-wide and is limited only by the op- 
portunities that lie before each individual 
and his ability to take advantage of them 
or improve them by going elsewhere. 

There is, however, one noticeable differ- 
ence in the ideal goal. We speak of wealth 
itself, for example, “I wish I had a million 
dollars.” The Englishman usually speaks of 
income, “I would like to have an income of 
ten thousand pounds a year.” An analysis 
of the difference between these two brings 
out a very interesting discussion. 

The possession of wealth brings with it a 
great many responsibilities, the chief one 
being to safely reduce the power that wealth 
possesses to an income basis. One can, of 
course, sell part of his wealth and live on 
the proceeds, thus reducing his capital. But 
the general plan is to find investments that 
will leave the principal intact or even aug- 
ment it. And before one realizes it, all 
kinds of speculative enterprises, as well as 
those of a safer nature, are dangled inviting- 
ly before him. It takes experience of an 
extensive kind, as well as a full knowledge 
of the basic facts on each proposition, be- 
fore a proper decision can be made. 

Even then, the investor is not safe and 
cannot sit idly by with the feeling that, the 
decision once made, his principal is safe and 
income assured. With changing conditions 
each part of his investment is likely to be 
put in jeopardy. The price of safety is con- 
stant vigilance. 

The “income” viewpoint has much to com- 
mend it, and its use in this country seems to 
be on the increase. After all, what we want 
is an income that will enable us to live com- 
fortably. That we should even then find 
employment for our hands and brains is 
vital; without such, life becomes meaning- 
less. But to be relieved of the burden of 


wealth, and yet to possess its benefits in 
the form of income, would seem to be a 
most sensible thing for those who do not 
play with wealth for the game’s sake. The 
list of people one knows who had a con- 
petence which, wisely invested, would have 
meant a good income for life, but which, 
unwisely used, has dwindled away into 
nothingness, is too long to be lightly con- 
sidered. 

When an estate is administered by an in- 
dividual trustee there is often grave danger 
of injudicious use, or even misappropriation, 
of funds. The same human elements enter 
into the situation that affect the individual, 
with the added possibility of the trustee 
trying to make money for himself on the 
other man’s principal. Even today this. is 
a too frequent occurrence, as a brief sur- 
vey of the newspapers will bear witness. 

Now that trust companies and banks en- 
dowed with trust powers have brought the 
management of estates and trust funds to a 
sane and safe basis, there is little anxiety 
regarding money left in their care. 
In such an organization, not the opinion 
of one man, but of many, guides in the selec- 
tion of proper investments, while the 
strength of the institution guarantees the 
general safety of the funds. 

There are other fields in which the owner 
of wealth may place his funds and secure 
an income, but the investigation should be 
exhaustive before the risk is taken. One, 
however, can be mentioned which, in a com- 
pany of standing, presents a method both 
safe and attractive, and that is an insurance 
company annuity. There was a time when 
funds placed in this manner would revert to 
the company at the annuitant’s death. Now, 
however, if the amount paid in is not com- 
pletely paid back in annuities, the balance 
goes to a designated beneficiary. And they 
say annuitants have a habit of living long 
lives. Freedom from financial anxiety and 
the receipt of a steady income from safe 
hands certainly has a tendency to good 
nealth and cheerfulness. 
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Better Credit Letters 
By Mahlon D. Miller 


ITH the growing realization on 
W the part of the banker that the 
success of his institution de- 
pends, in large measure, upon the 
degree of efficiency demonstrated by his 
organization in securing and skilfully 
using accurate credit information, comes 
a widespread interest in better credit 
letters, particularly from the following 
five angles: 


(1) How to secure dependable in- 
formation concerning the credit stand- 
ing and financial responsibility of a cor- 
poration. 

(2) How to follow up the initial letter 
of inquiry so as to receive a prompt 
reply. 

(3) How to check the financial stand- 
ing of the individual seeking credit on 
a personal statement. 

(4) How to check trade acceptances 
and other paper left by depositors. 

(5) How to follow up new accounts 
opened, to establish a financial back- 
ground concerning new depositors. 


All these questions bankers are ask- 
ing themselves daily; with banking 
operations becoming more impersonal 
in their character; with their growing 
dependence on each other and the mer- 
chants for co-operation in the establish- 
ment of sound credit relations. 


Seeking Facts Regarding Standing 
of Corporation 


Let us consider first the initial letter 
sent out concerning the financial re- 
sponsibility of a corporation seeking 
credit. 

The Lake Shore Trust and Savings 
Bank of Chicago sends out the follow- 
ing letter to the trade with which the 
subject has transacted business, and to 
the bankers with whom he has main- 
tained accounts: 


March 28, 1925. 
John F. Jones & Company, 
St. Louis, Missouri. 
Gentlemen: 

If known to you, will you kindly advise 
us regarding the credit standing and finan- 
cial responsibility of Blank Mfg. Company, 
1423 Robey street, Chicago, Illinois, and 
the condition of their business at the present 
time; also respecting the character and ef- 
ficiency of the management. Are they hon- 
orable, capable, progressive people, whose 
obligations are regarded a first class banking 
risk? 

Anything you may be pleased to tell us 
regarding this concern will be very much 
appreciated and held strictly confidential. 

Thanking you for your courtesy, which we 
shall be only too pleased to reciprocate, 
we are 

Yours very truly, 
Assistant Cashier. 

The character of this letter is such 
that the credit department receiving it 
would reply with such information 
available in their files, as it does not 
call for a special inquiry. 

It will be noted that the copy includes 
several pertinent inquiries: 

What is the condition of the business 
at the present time? 

What is the character, capacity, and 
responsibility of the management? 

How, frankly, might their obligations 
be regarded from the bank’s standpoint? 

This letter has proved helpful in se- 
curing valuable information. 


Specific Inquiry Insures Definite 
Response 


It is significant that the banker men- 
tions openly a desire to know specifical- 
ly how the subject’s obligations may be 
regarded. This pointed inquiry insures 
a definite response in answer to the en- 
tire letter. 

The attitude of appreciation on the 
part of the banker inspires, in the credit 
man receiving it, a willingness to answer 
in full. In the preceding letter it will 
be noted that this feeling is sustained 
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by following through with an assurance 
of keeping the reply confidential. 

If one gets out of life what one puts 
into it, why, then we must think of the 
other fellow. It is always worth while 
to mention, in conclusion of a letter re- 
questing a credit response, a desire to 
reciprocate; and an enclosed stamped 
envelope is a small and yet courteous 
means of obtaining a prompt reply to an 
inquiry sent out. Experience indicates 
that an early response to a letter of 
inquiry is a reflection of the interest we 
have aroused in the party receiving it. 

The story is told of a colored 
parishioner in a southern city who re- 
ceived an inquiry concerning an applica- 
tion for the position of church sexton. 

After some delay the answer came 
back: 

I have your inquiry regarding Jackson 
Johnson for the position of church sexton, 
and wish to state that as far as I knows 
he’s alright, excepten he was out most all 
Days to the Races, and spent every nite 
huntin’ Possum. 


Getting Well Rounded Picture by 
Dovetailing Letters 


By dovetailing all his credit letters 
together when they come in, the credit 
man gets a well rounded picture of his 
eredit risk from which a sound basis for 
an opinion can be established. 

Illustrative of character revelation in 
a credit letter I quote the following: 


They discount all purchases of us. We 
think highly of them, as they are honorable 
and clean men. 


Here we have, evidently, a high moral 
risk, and a firm which pays promptly, 
and the reply is good as far as it goes. 

Again, let us consider this response 
to our letter of inquiry! And this came 
in from a banker: 

Inquiries which we have made indicate 
that the concern and its management are 
very highly regarded by those with whom it 
does business. Trade requirements are ex- 
tended in a large way and its other bankers 
grant large lines of accommodation. 

Coming from a responsible bank and 
banker, this letter is helpful by reason 


of its frankness and unreserved opinion 
of the risk, which indicates a strong 
financial position for the borrower. 

Bankers often experience difficulty in 
establishing the basis for credit from 
replies which are too brief and incom- 
plete. If too much is left unsaid, then 
too much must be taken for granted to 
be safe. 

The following reply came into the 
credit department of a middle western 
bank some time ago, and is significant 
for its brevity: 
ele eg eeereeren 1923 
Fiien creat ............... ad 180.00 


2 es ican eacmebenen $9160.00 
CMO: 


Payments . wn days 


Such a reply as this is of but limited 
use as a means of establishing credit, 
and for this reason, bankers find it 
profitable to encourage more adequate 
replies wherever possible. 


The Follow-up Letter 


Having sent out our initial credit let- 
ter, and after waiting a reasonable time 
for a reply, what then? 

Following is a well rounded form let- 
ter which covers the points brought out 
in the first letter, refers back to the 
first request and asks for an early reply. 
In some instances, where there has been 
a loss through the mails, the letter has 
been mislaid or some other inadvertence 
on the part of the credit department, 
from whom the answer is expected, has 
failed to produce a response, a second 
letter is the only way to accomplish sat- 
isfactory results. The second letter 
reads: 

May 1, 1925. 
John F. Jones & Company, 
St. Louis, Missouri. 


Gentlemen: 

Under date of March 28, we wrote you 
requesting an expression of your opinion 
regarding the credit standing and financial 
responsibility of Blank Mfg. Company. To 
date we have not received a reply to our 
inquiry, and would ask that you kindly 
favor us with any information you may 
have and care to give us regarding the above 





Com 


inion 
rong 


ty in 
from 
com- 
then 
d to 


the 
tern 
cant 


1923 
80.00 
50.00 
50.00 
days 
ited 
adit, 
1 it 
uate 


let- 


ime 


let- 
out 
the 
ply. 
een 
has 
nce 
ent, 
has 
ond 
sat- 
tter 


THE BANKERS MAGAZINE 169 


Company. Your response will be treated as 
strictly confidential. 

Thanking you in advance for your kind- 
ness in this matter and with the assurance 
of our willingness to reciprocate at any 
time, we remain 

Very truly yours, 
Assistant Cashier. 


Let us now consider how to check the 
individual’s financial standing who seeks 
credit on a personal statement. 

Human psychology, the phenomena 
of action and reaction, environmental 
conditions, all play their part in color- 
ing the picture of the individual’s stand- 
ing as a credit risk. 

The story is told of a _ colored 
preacher who was applying for a sim- 
ilar position in a nearby village pulpit. 
He made a favorable impression, and 
an inquiry was sent out to the man’s 
former parish concerning his respon- 
sibility and character.. When the re- 
sponse came in it read: 

Regarding your inquiry concerning John 
Brightlight as a preacher, I wish to state 
that I think he is the greatest preacher I 
have ever heard, when he is sober. 


The parish board drew their own con- 
clusions ! 


Checking Up on Individual 
Responsibility 


The following has proved helpful as 
a letter for use in checking the in- 
dividual’s responsibility. This letter 
reads: 

May 1, 1925. 
Mr. P. A. Rising, 
Chicago, Illinois. 


Dear Mr. Rising: 

Mr. A. Black has just favored us by 
opening a personal checking account, and 
informs us that he has done business with 
your good bank. 

Wi'l you kindly give us, in confidence, 
such information as you may have regarding 
his character, financial responsibility, etc? 

Anything you tell us will be very much 
appreciated and we shall be glad of an 
opportunity to reciprocate at any time. 

Very truly yours, 
Vice-president. 


It will be noted in the first letter 
shown that the question “If known to 
you” is asked. 


This encourages the person making 
the response to reply only on such in- 
formation as is of a personal nature, 
and excludes the possibility of rumor, 
hearsay, and discourages valueless in- 
formation. “Hew to the line, let 
the chips fall where they may.” That 
should be the slogan of every credit 
department, and one which is produc- 
tive of truth as the basic foundation for 
sound credit commitments. 

Another question the banker is con- 
tinually asking himself is how to check 
trade acceptances and other paper left 
for discount which will produce ef- 
fective bases for credit accommoda- 
tions? The following letter has been 
used advantageously in this connection: 

May 1, 1925. 
Mr. P. A. Rising, 
Chicago, Illinois. 


Dear Mr. Rising: 

One of our depositors has asked us to 
discount a note for $700 bearing the endorse- 
ment of Mr. A. Blank, 2628 Rokeby street, 
Chicago, Illinois. 

If known to you, will you kindly advise 
us of his financial responsibility and ability 
to meet this obligation? 

Thanking you for any information you 
may be able to give us and assuring you of 
our willingness to reciprocate at any time, 
we are 

Very truly yours, 
Vice-president. 


It will be noted that the above letter 
gives the amount of the note in full, the 
name of the endorser and his address. 
Then the usual character inquiry is set 
forth with a view to learning specifical- 
ly, the financial strength of the en- 
dorser. This letter has given efficient 
results, and is a helpful aid in estab- 
lishing the value of the paper left for 
discount and the character of the en- 
dorsers. 


A Credit File Revision Letter 


Annually, or semi-annually, most ef- 
ficiently managed banking institutions 
have found it wise to revise their credit 
files. A credit file revision letter is sent 
out which states that the files are being 
brought up to date, and expresses ap- 
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preciation for an opinion regarding the 
financial responsibility, and the firm’s 
experience with the subject inquired 
about. 

This form of letter is helpful, and 
experience indicates that a ready re- 
sponse is available for this worth while 
purpose. It builds up the bank’s files 
regarding the risk, and often discloses 
valuable information for the protection 
of the bank’s assets. Following is a 


sample credit file revision letter: 


June 5, 1925. 


John F. Jones & Company, 
St. Louis, Mo. 


Gentlemen: 

Some time ago you favored us with an 
expression of your opinion respecting Blank 
Mfg. Co., 1423 Robey street, Chicago, IIli- 
nois, and as we desire to revise our in- 
formation at this time, we take the liberty 
of writing you again. If you know of any 
changes in condition, management or other 
essential factors, we would esteem it a favor 
to receive a word from you. 

Nothing unusual or unfavorable is con- 
templated by this inquiry. 

Anything you may be pleased to tell us 
will be very much appreciated and held 
strictly confidential. Thanking you for your 
courtesy, which we shall be only too pleased 
to reciprocate, we are, 

Yours very truly, 
Assistant Cashier. 


How to form the financial back- 
ground regarding the character and re- 
sponsibility of the new depositor is one 
of the most intricate questions the 
bankcr has to answer. 

Frequently, when writing to the 
former banking connection, regarding 
the subject, keen disappointment at the 
loss ef an account, and consequent em- 
barrassment for the new depositor, who 
is called upon by the former bank, and 
prevailed upon to reopen his account, 
has discouraged bankers from sending 
out letters of inquiry. 

This prevents criminals from operat- 


ing inside the bank, and gives the new 
depositor a financial credit background 
from which the bank can form an 
opinion as to what may be expected in 
the manner the account will be handled. 
In many cases such letters have given 
the banker an opportunity to give closer 
co-operation, and in other cases they 
have protected the bank’s assets from 
predatory attempts on the part of dis- 
honest depositors to deceive the bank. 


Where the Road to Better Letters Lies 


The road to better credit letters lies 
through closer observation of banking 
ethics concerning credit procedure. | 
think the best rule to apply to com- 
munication between credit departments 
is found in the old scriptural teaching 
“Do unto others as you would have 
others do unto you.” If an individual 
or corporation expects worth while co- 
operation, he must prove himself worthy 
of it by his attitude toward others. 
“Give little, get little,” be meager in 
giving credit information, and in the 
long run the same treatment will be ten- 
dered the man or institution which 
adopts a selfish policy. Mutual confi- 
dence comes through giving as well as 
getting. The degree of helpfulness a 
person or corporation renders others, 
will, in large measure, limit the degree 
of its service to the public. 

Bankers adopting a liberal credit 
policy, based upon a confidential and 
common sense basis, gain a large meas- 
ure of co-operation and prosperity in 
return. By mutual co-operation and 
understanding between the bankers and 
merchants a stronger basis for making 
credit commitments can be _ brought 
about. The attitude of suspicion will 
give place to a spirit of helpfulness, 
and the ideals of self preservation will 
be realized in a fuller, and more far 
reaching interchange of confidence. 


au 





Country Banks Should Loan on Facts— 
Not Optimism 


The Third Article of a Series Outlining Principles Upon 
Which Country Bank Credit Should be Based 


By Frank S. Wettack 


ANKERS seek to please the pub- 
lic. The patronage of borrowers 
is as essential as the patronage 

of depositors. The banker tries to build 
good will for his institution. In his 
zeal to do this, he may depart from 
sound principles and endear himself to 
the public by being too liberal in mak- 
ing loans. Nothing flatters the average 
borrower as much as to have his banker 
promptly and cheerfully grant credit. 
No bank can endure if it adopts the 
attitude of the bartender—‘‘What'll you 
have, gentlemen?”—and proceeds to 
meet the order. ‘Too much emphasis 
cannot be placed on the principle that 
a bank must lend on successful ventures. 
Success can only result in the ventures 
having sound conditions. A considera- 
tion of the purpose to which the bor- 
rowed money will be devoted is always 
in order. The defects and merits of the 
entire venture can then be classified. 
The consideration which the borrower 
has given to the venture can be sup- 
plemented by the banker’s contact with 
other similar ventures. 

Frequently advantage will accrue to 
the borrower in subjecting the purpose 
of the loan to an analysis by the banker. 
The banker has probably observed the 
course of many similar ventures. The 
banking business is in touch with all 
other lines of business. Successful 


bankers, in a large measure, owe their 
success to an analytical temperament 
whervby they have been able to detect 


weak points. The borrower is usually 
convinced of the merits of his proposi- 
tion. Bankers must scrutinize plans to 
detect not only the bright spots but also 
the dark spots. Borrowers seldom ap- 
proac)) a banker from the angle of in- 


viting an impartial analysis. Every 
country banker will testify that he is 
invited twenty times to pull a borrower 
out of the hole, to once where he is 
given an opportunity to keep his pa- 
trons from getting into one. Few busi- 
ness ventures are all roses, and an ex- 
perienced banker may be able to direct 
the attention of the borrower to some 
of the thorns. 

The successful banker will, when in 
doubt as to a credit, require a full dis- 
closure of all aspects of the loan, in- 
cluding the purpose. He will tactfully 
secure this information before making 
the loan. After he has invested his 
depositors’ money in the venture, it is 
too late to make the inquiry. If a busi- 
ness venture has fundamentally weak 
points, they are bound in time to come 
to the surface. The trained mind of an 
experienced banker will usually be help- 
ful in discovering such weak points be- 
fore the venture is made. The banker’s 
experience and observation of similar 
ventures may enable him to forecast 
frost and ill-wind, likely to blast the 
fruitage which the optimistic mind of 
the borrower has pictured. 


Optimism versus Pessimism 


Ambition coupled with too much op- 
timism has led to the financial distress 
of many men. The premium which is 
put on optimism in the literature of the 
day, has no place in the banker’s mind. 
Optimism, to the extent that it means 
cheerfulness under distressing condi- 
tions, is of value—it eases the rough 
places; to the extent that it blinds to 
obstacles, it is a curse. Courage, intelli- 
gent thinking, energy and industry are 
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a thousand times more needed than op- 
timism. Every banker should be more 
of a pessimist than an optimist, for pes- 
simism is much more likely to be true 
than optimism. Most successful bank- 
ers, in a long banking experience, are 
made pessimists by meeting so many op- 
timists. 

The younger generation is apt to 
think that optimism and good credit are 
all that are needed for business success. 
The ability of the average person to 
analyze a proposition differing from 
his usual line of activity, is lamentably 
weak. The banker’s life is given to 
analyzing the other fellow’s proposi- 
tion. Daily he listens to borrowers’ 
plans, coming from widely different 
sources and under widely varying con- 
ditions. From experience from year 
te year, in watching these ventures— 
some to flower and bear fruit and some 
to wither—he gathers an accumulated 
fund of experience and an ability to 
analyze. The mental notes which the 
banker makes, as to the cause of 
success and failure, may be helpful to 
the average borrower. 


Loaning to Pay Debts 


One of the guide posts erected by 
credit experience is that careful scrutiny 
should be given loans, the proceeds of 
which are to be used in paying existing 
indebtedness. Such loans do not pre- 
sent the element of strength that the 
borrower’s assets are increased by the 
amount of the loan. It is merely shift- 
ing the borrower’s indebtedness. The 
borrower shows no additional assets 
from the new eredit. If a merchant 
desires to borrow to pay overdue ac- 
counts, or if the proceeds of the loan 
are to pay another bank or an existing 
mortgage, or if the loan is to pay over- 
due instalments of any contract, some 
weakness may have developed in the 
applicant’s credit position. 

An example of the class of loans 
which are generally to be condemned is 
where the purpose of the loan is to pay 
overdue current living expenses. Ap- 
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licants for such credit usually state as 
the purpose of the loan, that they de- 
sire to have all their indebtedness at one 
place. This is logical from the appli- 
cant’s standpoint. It is certainly pref- 
erable to be harassed to pay by only 
one bank, than to be pursued by many 
collectors. Failure to meet living ex- 
penses, unless satisfactorily explained, 
would indicate that the borrower does 
not keep his living expenses within his 
income. If the applicant is unable to 
meet his current bills from month to 
month, the outlook for meeting current 
bills and past living expenses is not at- 
tractive. 


Loans for Short Periods 


Loans for short periods are fre- 
quently applied for. Many bor- 
rowers believe that their application is 
strengthened by applying for a short 
time loan. Will an analysis indicate 
payment at the note’s maturity? The 
payment of the loan at its due date or- 
dinarily rests upon the borrower’s plan 
bearing fruit at or before the note’s 
maturity. The practice of borrowing at 
random is not at all uncommon. Bor- 
rowers frequently trust to renewal or 
borrowing elsewhere. The bank credit 
man must concern himself with the 
question, “Where will the money come 
from to pay the note?” even if many 
borrowers do not. Many borrowers 
construe a note to read, “I promise to 
renew” rather than “I promise to pay.” 

Large eastern banks and brokers of 
commercial paper regard as first-class 
credit risks only concerns which go out 
of debt at some period of each year. 
Country banks can rarely emphasize 
this principle, yet it must be borne in 
mind that unsecured loans of long dura- 
tion, in any great quantity, are unde- 
sirable in a bank. Even the amount of 
secured loans of long duration is 
limited. 

Every business venture requires capi- 
tal. The proper sources of the capital 
may in a very general way, be outlined 
as follows: 
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(1) The owner should be financially 
strong enough to invest out of his own 
funds — not borrowed money — an 
amount of capital equal to the cost of 
the fixed assets such as the factory, 
farm or plant. 

(2) The owner may borrow to furnish 
a proper part of above capital, but 
such loans must be secured either by 
assets outside the venture, or by a long 
term mortgage on the fixed assets, or 
both. 

(3) The owner should also be in a 
position to furnish out of his own funds 
—not borrowed money—a part of the 
working capital required to purchase 
merchandise, raw material or live stock 
necessary to the functioning of the 
enterprise, but additional working capi- 
tal can be properly included in current 
unsecured bank loans. 

The above principles will have a gen- 
eral application to all business loans. 
The choicest unsecured bank loans to 
business activities are supported: 

(1) By the ownership by the bor- 
rower of the assets shown in section one. 

(2) By the proper security and ma- 
turity of the borrower’s obligations 
shown in section two. 

(3) By the use to which the borrower 
devotes the bank’s funds and the bumper 
against loss to the bank, as outlined in 
section three. 

The payment of the bank’s short 
time obligations is assured by the or- 
derly working out of the process of 
converting the raw material, merchan- 
dise or live stock into the salable article. 
The funds thus derived will not be di- 
verted to the payment of the long time 


secured obligations. Many of a bank’s 
perplexities arise from a disregard of 
the above ruling principles of bank 


credit. Funds which should be supplied 
from the channels outlined in classes 
one and two, are furnished by banks 
on unsecured short time loans. Capital 
required for purchase of plants, farms 
or factories, or other fixed assets, and 
all the working capital, can seldom be 
furnis'ied on unsecured current bank 


loans. Loans to furnish the capital re- 
quired in sections one and two, are, in 
addition to other vital objections, al- 
ways too “slow” for bank purposes. 
Out of the loans first classed as “slow” 
come nearly all loans ultimately classed 
as losses. 


When too Many “Slow” Loans are 
Offered 


Where too many “slow” loans are 
offered, the bank must neutralize this 
condition by carrying a proper pro- 
portion of “quick” assets, such as im- 
mediately salable bonds or commercial 
paper. A loan may afford proper as- 
surance of final payment, but if pay- 
ment is indefinitely in the future, it 
may merit the criticism of being, from 
a bank’s viewpoint, “slow.” The 
amount of such “slow” loans which a 
bank can properly digest is measured 
largely by its own capital. A bank has 
a large amount of checking accounts 
which are “quick” liabilities. It must 
have assets upon which it can realize 
just as quickly as depositors can check 
out their funds. ‘Quick assets,” such 
as government and municipal bonds, 
have a low income rate, but are an 
essential part of every well managed 
bank’s assets. The principle of diversi- 
fied assets is fundamental in safe bank- 
ing. The “slow” and “quick” assets 
must be kept in correct ratio. A bank’s 
assets must also depend upon different 
commercial, industrial and agricultural 
activities. A bank should seek to serve 
the community interest by extending its 
credit facilities to all legitimate busi- 
ness activities. The diversification les- 
sens the risk. A life insurance com- 
pany could hardly survive if all its in- 
surance were upon one man’s life. Such: 
insurance would be a gamble. No one 
can tell how long a single man will live. 
But it is a mathematical certainty how 
many men of the same age will be alive 
twenty years later. The same principle 
holds good in bank credits. By select- 
ing preferred risks, as life insurance 
companies do, and lending to many in- 
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dividuals in different lines of business, 
dependent upon diversified conditions, 
the credit losses will be small. 

A loan to a business where unsatis- 
factory conditions are present, may give 
the banker the choice later on of mak- 
ing an additional loan to protect the 
existing loan, and may result in loss of 
both loans. 


It Takes Money to Lose Money 


A common expression is that it takes 
money to make money. 
make money—sometimes—but it is ab- 
solutely true that it takes money or 
The hazardous 
character of business life is little re- 
alized by the uninitiated. There is a 
high rate of business mortality. Busi- 
constant battle against com- 
petition and changing conditions. 
Business history shows that, to the 
multitude engaged in business, the odds 
are constantly against success for the 
greater number. Every business is in 
competition with organizations in the 
same line that are well officered, well 
managed and functioning properly. 
The less efficiently managed must sur- 
render to their superiors. 

The successful business man is the 
one who has been able to avoid the pit- 


Money may 


credit to lose money. 


ness is a 
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falls his competitors have dug for him, 
and who has been able to stem the tide 
of competition and changing conditions. 
Every advance in manufacturing, every 
new modern convenience, every devel- 
opment in transportation and commerce, 
spells the doom of certain then-estab- 
lished lines. The fight is relentless— 
no quarter is given. 

Most fine homes were erected or pur- 
chased by men prosperous in business. 
In a fifteen year period the ups and 
downs of business will shift the owner- 
ship of many of these homes into other 
hands. The poison of success is the 
basic cause of these failures. Men who 
meet with success expand their own 
lines of business, or, more frequently, 
engage in others concerning which they 
have little knowledge. Their success 
gives them large lines of credit. Fre- 
quently, this hastens their downfall. 
It is unusual to find a business which 
has enjoyed good earnings constantly 
during a ten year period. Where the 
earnings are satisfactory, others embark 
in the line and soon it is overdone. This 
has been the rule in the banking busi- 
ness in the Middle West. ‘Too many 
have been attracted to the business by 
reason of supposed large profits. and 
the result has been too many banks 
and too few bankers. 











OTHING is so damaging to an institution or to a law as to 


discuss and possibly criticise its working details without 


proper consideration of the law as a whole. 
better calculated to weaken public confidence in the Federal 
Reserve System than to point out its possible imperfections 
without reference to its essential values—L. E. Pierson. 
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The Career of William Kidd 


Wealthy New Yorker, Ship Owner, Land Owner, Merchant, 
Friend of Governors, Buccaneer, Pirate, Defender of 
the Crown, and Highwayman of the Seas 


By Withers Woolford 


(Illustrations by Burris Jenkins, Jr.) 


66 ILLIAM KIDD.” The mo- 
W notonous drone of the court 
crier died out. Somewhere 
in the court room a chair scraped. The 
crowded court was filled with the 
strained, oppressive silence of a multi- 
tude absorbedly and expectantly wait- 
ing. Life was suspended. Every nerve 
was strained—every eye was turned— 
every neck was stretched forward in the 
effort to see the prisoner at the bar. 

There, silhouetted against the dreary 
background of the musty old court 
room, stood the prisoner. He was not 
over tall, but his massiveness gave an 
impression of unusual size. His back 
was straight and unbending. This man 
could meet any emergency erect. No 
one would ever see him cringe or bow 
before an enemy. His steady, fearless 
eyes glared from beneath fierce bushy 
brows; yet in their depths lurked a 
twinkle, begotten of a sense of humor. 

The man seemed to radiate an atmos- 
phere of restrained strength. Never 
could he mingle, forgotten with the 
crowd; always people would stare at 
him, wondering what manner of man 
this was who seemed to strip one to 
stand bare before his judgment. 

Yet once that high-held chin had been 
lowered, the stiff back had been bent, 
and this man had kneeled in the gutter 
to help a poor woman recover her bun- 
dle of fire-wood. 


+ %* Se © 


William Kidd, the son of a Calvinist 
clergyman, was born at Grennock., 
Scotland, in the year 1654. Little is 
known of his boyhood or education, but 
his gret fondness for literature, in later 
life, lends to the belief that he enjoyed 
all the educational advantages usually 


accorded the families of the clergy at 
that time. 

When quite young, William Kidd 
left home to seek his fortune at sea. His 
early life at sea seems to have been 
marked by no events of interest, though 
it is not known exactly where he went 
or what he did for several years. 

When he was 35 years old Kidd’s sea- 
faring profession brought him to the 
American colonies. Here he was em- 
ployed as skipper of a line of packets 
plying between New York and London, 
and established himself as a merchant 
ship-master. 

In 1691 the Provincial Assembly 
voted a gratuity of £150 to Captain 
Kidd for his services in suppressing 
public disturbances. In the same year 
“William Kidd, gentleman” married 
Mrs. Sarah Oort, who was considered 
the richest widow in New York. She 
had a snug fortune from the estate of 
her father, Captain Samuel Bradley; 
and also quite large estates from both 
of the husbands to whom she had been 
wed before becoming the wife of Cap- 
tain Kidd. 

Through his marriage Kidd came into 
enough wealth to have enabled him to 
live comfortably the rest of his life, 
in addition to a very enviable share of 
New York real estate. 

His home, on the corner of Pearl and 
Hanover streets, was one of the most 
magnificent in New York. An inven- 
tory taken during Kidd’s occupancy 
shows its appointments to have been ex- 
tremely luxurious. Captain and Mrs. 
Kidd had also a beautiful country seat 
in Haarlem, near the foot of East 
Seventy-fourth street. This was called 
the Saw Kill farm, after the little 
stream that ran through it. 

Kidd owned a fine house and seventy- 
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five feet of ground on Tienhoven street, 
now 25, 27, 29 Pine street. On Wall 
street, Kidd owned the property now 
known as number 56. He was the 
owner of 80 to 90 Pear] street; 52-56 
Water street; and another plot on the 
north side of Pearl street extending 150 
feet west of Old Slip. 

Leaving all this valuable property, a 
good business, a loving wife and a small 
daughter, Captain Kidd is supposed to 
have returned to the sea and embraced 
the life of a buccaneer. He had no 
apparent reason for this, save establish- 
ing the legendary Kidd . . . a charac- 
ter continually at war for the spoils of 
war, leaving behind him a crimson path 
across the sea until at last he met his 
well-deserved end on the gallows. 

His fabulous wealth is supposed to 
be hidden in iron-bound casks and cases 
along the entire Atlantic coast from 
New Jersey to Maine. For centuries 
people with divining rods and money- 
compasses, acting on the advice of 
soothsayers and fools, have dug over 
this entire coast in search of Captain 
Kidd’s fortune. 

An attempt to rob the world of the 
mythical Kidd would be a more das- 
tardly crime than any committed by 
Kidd in his wildest escapades, and more 
surely doomed than his attempt to in- 
fluence a prejudiced London jury. But 
it will at least be interesting to consider 
the facts, to find out something about 
the real William Kidd and his purported 
wealth—after that we can and will con- 
tinue our belief in the hair-raising, 


spine-tickling Kidd of the legends. 
* * * * 


The period of piracy, which was 
brought to a close with the death of 
Captain Kidd and a few of his con- 
temporaries, began with a papal bull 
issued by Pope Alexander VI. This 
bull divided all the newly discovered 
jands in the East and West Indies be- 
tween Spain and Portugal to the exclu- 
sion of all other powers. And no “bull 
in a china shop” could possibly have 
raised the furor created by this papal 
bull. 
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This edict was no sooner issued than 
France, Holland and England, all three 
great maritime powers, combined to take 
trade away from Spain and Portugal. 
The courts of the former countries 
would commission almost any man as a 
privateer, and empower him to arm a 
ship, fill it with ruffiians, and prey upon 
the commerce of Spain and Portugal. 

The privateers were responsible to 
no one. They reported to no one. They 
alone decided if a ship was legitimate 
booty ... and having decided, cap- 
tured the ship, killed off its crew, and 
divided the spoils according to their 
own agreements. 

These adventurers became so numer- 
ous they infested every quarter of the 
sea, and so strong they could defy the 
most powerful nations. They built 
cities in which, surrounded by captured 
and native women, they lived sensual, 
drunken, and voluptuous lives, amid a 
splendid luxury looted from the wealth 
of the world. They sailed in fleets 
preying on rich laden merchant ships. 
They ravaged coasts, capturing, plun- 
dering and despoiling cities and towns. 

With heads held high, these swagger- 
ing pirates would hide behind their com- 
missions as privateers and land in the 
coast towns of England, France and 
Holland to sell their booty and spend 
their wealth. They scattered doubloons 
with a grand air, spent freely, bought 
at exorbitant prices and sold their loot 
cheap. The tradespeople, always glad 
to turn an honest penny, welcomed them 
with open arms and no questions were 
asked. Their social status was very like 
that of the robber barons of a few cen- 
turies previous; from whom are de- 
scended some of our proudest families. 


* * * * 


In the year 1695, William III, King 
of England, sent for the Earl of Bello- 
mont, whom he had recently appointed 
governor of New York, and said to him, 
in effect: 

“The buccaneers have so increased in 
the East and West Indies, and along the 
American coast, that they defiantly sail 
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The fleet of the Great Mogul hove into view 


under their own flag. They penetrate 
the rivers; land in numbers sufficient to 
capture cities, robbing palaces and 
cathedrals, and extorting enormous ran- 
som. ‘heir suppression is vital to com- 
merece. They have possessed themselves 
of magnificent retreats in Madagascar 
and other islands of the Indian Ocean. 
They have established their seraglios, 
and »re living in fabulous splendor and 
luxury, 

“Piratie expeditions are fitted out 
from ‘he colonies of New England and 
Virg’ ia and even the Quakers of Penn- 


sylvania afford a market for their rob- 
beries. These successful freebooters 
are making their homes in the Carolinas, 
in Rhode Island and along the south 
shore of Long Island, where they and 
their children take positions among the 
most respectable in the community. 

“The buccaneers are so audacious that 
they seek no concealment. Their ships 
are loaded with the spoils of all nations. 
The richest prizes which can now be 
taken on the high seas are the heavy 
laden ships of the buccaneers. 

“I have resolved, with the aid of 
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others, to fit out a private expedition 
against them. We have formed a com- 
pany for that purpose. By attacking 
the pirates, we shall, in the first place, 
check their devastating operations, and 
we shall also fill our purses with the 
proceeds of the abundant spoil with 
which their ships are laden.” Punctu- 
ated by the acquiescence and servile 
bows of the political hanger-on, this 
speech was the conversation between the 
King and Bellomont. 

“The abundant spoil” was undoubted- 
ly the most important consideration 
connected with this enterprise. The 
King was in great need of money and 
his nobles were all but impoverished 
through their extravagances. For this 
reason they organized a “royal com- 
pany,” not as a national movement 
backed by law but as a piratic expedi- 
tion against the pirates. The spoils of 
this expedition were not to be returned 
to the original owners but divided 
among the organizers of the movement 
as legitimate booty. 

Bellomont was asked to recommend 
someone who knew the American waters 
to command the frigate which was being 
fitted out by the King and his asso- 
ciates. The Earl went to Robert 
Livingston, the first of that name to 
emigrate to the new world, who was 
then visiting in London, and asked his 
advice in making a recommendation to 
the King. He was told that just the 
man he needed was in London at that 
time, with his vessel anchored in the 
Thames. He was a New York mer- 
chant named William Kidd, a man of 
tried courage and integrity, who knew 
the seas frequented by the buccaneers. 
He had sailed those seas during the last 
war with France, in which he had com- 
manded a British warship and gained 
signal honors in many engagements. 

On this recommendation the King is- 
sued a commission “to our true and well- 
beloved Captain William Kidd.” Cap- 
tain Kidd sold his vessel and stayed on 
in London until the frigate “Adventure” 
was outfitted. He then went to Ply- 
mouth and took over his command. 


* * * * 
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Armed with a royal commission, 
thirty guns, and a crew of eighty men 
Captain Kidd sailed the “Adventure” 
out of the harbor at Plymouth, Eng- 
land, in May 1906. His orders required 
that he render all accounts to the Ear! 
of Bellomont in New York. 

In July he towed his first prize up 
the Narrows into New York harbor. 
It was a French merchant ship which 
he had encountered while crossing the 
Atlantic. The value of this prize was 
only $1700 but the doubting Bellomont 
was greatly encouraged to see this evi- 
dence of future success. 

Captain Kidd knew the pirates he 
was being sent against. Many of them 
were powerful in both men and arma- 
ment, and all would fight desperately. 
He needed more men, so recruiting of- 
ficers were sent into the streets of New 
York to gather volunteers into his serv- 
ice. The terms offered recruits were 
simple and liberal; every man was to 
have an equal share of every prize 
taken, but first forty shares were to be 
reserved for Kidd himself and the 
owners. 

Kidd’s liberal offers soon brought his 
crew up to 150 men. Adventurers all, 
unmoral, uncouth and cruel, given to ex- 
cesses of every kind, and fearing neither 
God nor man, they were a rough lot. 
Among these men, discipline had to be 
maintained with a belaying-pin. 

The “Adventure” sailed away from 
New York, with Captain Kidd on the 
bridge, the British flag at her masthead 
and a king’s commission in the pocket 
of her captain. Captain Kidd cruised 
to Madeira to lay in a stock of wine; 
then at the Cape Verde Islands he took 
on a supply of salt and provisions. From 
there he spread canvas for a long 
voyage, all the way to the East coast of 
Africa, around the Cape of Good Hope. 
Here he intended to beard the lion in 
his den. 

The Island of Madagascar had be- 
come famed as one of the most impor- 
tant rendezvous of the pirates, and 
toward this island retreat, Captain Kidd 
was sailing. The “Adventure” had heen 
out of New York for nine months and 
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The sea was like glass—the crew sullen and mutinous 


not a sail had been seen, not a prize 
captured. Captain Kidd had spent most 
of his money for provisions and now 
the food was getting low. The crew had 
worked long for nothing. Under ill- 
luck, chagrin, and disappointment they 
became morose, rebellious, and almost 
unmanageable. 

At this time a sail was sighted on the 
horizon, then another and another. 
Kidd’s wild crew became quite good na- 
tured. They had no doubt these ships 
marked a change in their fortunes. It 
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and Captain Kidd was drowning his sorrows in rum 


was some buccaneer with two heavily ° 
laden prizes. Eagerly they prepared 
for action. On came the three ships, en- 
tirely unconscious of their danger; and 
with them came disappointment. Watch- 
ing the ships through his glasses, Cap- 
tain Kidd suddenly exclaimed—‘‘Three 
English men-of-war.” 

This encounter was not at all to 
Kidd’s liking but it could not be avoided. 
He had stretched his orders in leaving 
American waters and he had no desire 
to have the British Captain find it out. 
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The ships met. Captain Warren, who 
was in command of the fleet, hailed the 
“Adventure.” The two captains ex- 
changed civilities, visited for a few 
days, and parted without misadventure. 

In February, 1697, Captain Kidd ap- 
proached the pirate base. Here he ex- 
pected to find treasure in abundance; 
and he must have treasure. In no other 
way could he avoid the penalty of his 
zeal in leaving America for the distant 
shores of Asia and Africa. Triumphant 
success would not only bring him for- 
giveness but would probably gain him 
much applause. Failure would bring 
certain and irretrievable ruin. In this 
spirit Captain Kidd entered the strong- 
hold of the pirates, but again he was 
doomed to disappointment. 

There was not a ship in the harbor 
when Kidd visited Madagascar ; all were 
out on a piratic cruise. Kidd’s crew was 
desperate. Their mutterings grew dan- 
gerously near the proportions of a 
storm. They had no money, no water, 
very little food, and half the globe sep- 
arated them from home. There was 
nothing to do but sail away. So, as 
quickly as possible, Captain Kidd re- 
filled his water casks and set sail for the 
shores of Malabar. 

In June these shores were sighted. 
Day after day the “Adventure” cruised 
a forgotten sea in search of a prize. But 
not a sail was to be seen, from horizon 
to horizon. 

Discontent grew among the crew. 
They had no money and but little food; 
soon they must “steal or starve.” But 
good fortune lay just ahead. As they 
were sailing by the Island of Joanna a 
shipwreck was sighted on the shore. A 
landing party found it to be a French 
ship. The vessel and cargo were a total 
loss but the crew had escaped, taking 
with them a considerable quantity of 
gold. Captain Kidd “borrowed” this gold 
from the French captain (at least, that 
is what he said later) and with it he 
sailed into one of the ports of Malabar 
to purchase food and other supplies. 

After lying in harbor a short time, 
he once more sailed out in quest of 
pirates. Many richly laden merchant- 
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men belonging to the Great Mogul were 
passed. But the Emperor of Mongolia 
was an ally of England and the ships 
could not be taken. The crew could not 
understand these scruples which forbade 
taking a rich eastern prize but permitted 
pillaging a few marooned Frenchmen. 
But Captain Kidd was a respected New 
York merchant, sent out to capture pi- 
rates. He could excuse the pillaging of 
Frenchmen because France was Eng- 
land’s enemy but the Mongols were her 
friends. He was not ready to fore- 
swear respectibility and raise the black 
flag. Soon the time would come when 
he must steal to live but now his ship 
was provisioned and he was looking for 
pirates. On every hand ships were 
being pillaged . . . but Captain Kidd 


searched in vain. for buccaneers. 


* * * * 


The “Adventure” was running close 
to shore, her supplies were exhausted, 
and no prize had been sighted. Ahead 
was a native village. The men could be 
seen working in the fields. There were 
cattle, grain and water. Several armed 
boats were lowered and sent to land. 
They captured the village, ransacked it 
and robbed the unresisting natives of 
their all. Several of the villagers who 
offered resistance were tied to trees and 
each of the marauders took a shot at 
their bodies. 

For the first time in months the 
“Adventure” was completely stocked. 
But there was no way to explain this at- 
tack on an unprotected village .. . 
Captain Kidd had turned robber. He 
called his lieutenants together and told 
them of his changed plans. ‘We have 
been unsuccessful, but take courage, my 
boys,” he said. “Fortune is about to 
smile on us. The fleet of the Great 
Mogul, bearing the richest of treasure, 
is soon to put out of the Red Sea. From 
the capture of these heavily laden ships 
we will grow rich.” 

The fleet of the Great Mogul did not 
put in appearance as soon as Kidd ex- 
pected. While he was coasting about, 
waiting for it, he encountered a small 
Portugese vessel carrying a cargo of 
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spices. It was commanded by an Eng- 
lishman named Parker. The vessel was 
taken and Kidd removed a bale of pep- 
per, some coffee, and a few gold pieces 
from some traders. The ship was re- 
leased to continue her voyage. Kidd 
afterward swore that the captain sailed 
under a French pass and added that he 
only bothered with such picayune plun- 
der to quiet his turbulent crew. Soon 
as he was released, Captain Parker 
caught a ship for London and issued a 
report that Kidd of the “Adventure” 
had turned pirate and was preying on 
English ships. 

Kidd continued to sail the monotonous 
southern seas waiting for the argosy of 
the Mogul. When the argosy did 
finally appear it was under the protec- 
tion of two men-of-war, one English 
and one Dutch. It would be very per- 
ilous to attempt an assault, but his 
vessel was swift and there was a great 
bulky Mongol ship ploughing close by 
his point of concealment. The guard 
ships were several miles away, perhaps 
he could make it. 

The “Adventure” darted out upon the 
galleon like an eagle on its prey. Kidd 
probably hoped to plunder the vessel 
before the men-of-war could come to the 
rescue, but the enemy was too quick. 
Kidd could not fight. His chance was 
gone. Shearing off, he soon disappeared 
over the horizon in a cloud of billowing 
canvas. 

Constant failure had made his men 
morose, but Captain Kidd was desperate- 
ly bitter. He had forfeited his position 
in the world, the good opinion of his 
fellow men, even his self-respect, and 
it had profited him nothing. He was 
ready for any dastardly enterprise 


which would bring him money, but for- 
tune was always just around the corner 
and his condition was pitiable before he 
made his first valuable capture. 

The sea was like glass, the crew was 
sullen and dangerous, Captain Kidd was 
drowning his sorrows in rum, when the 
watch sighted a large Mongol ship, very 
heavily laden. Kidd raised the French 
flag and gave chase. The captain of 
the Mongol ship, a Dutchman named 
Mitchel, immediately ran up the banner 
of France. Captain Kidd was very 
happy as he spread the flag of England. 
He could lay aside the odium of piracy 
and take the ship in the honorable ca- 
pacity of privateersman. 

A cannon ball was thrown across the 
ship’s bow, ordering her to heave to. 
She was hailed in French and someone 
answered in that language. A boat was 
lowered and sent to the “Adventure;” 
in this boat was the ship’s captain and 
a Frenchman named LeRoy. They told 
Kidd the vessel was the property of 
some Mongol merchants who had in- 
trusted it to the command of the Dutch 
captain, and the Frenchman was only a 
passenger. Kidd refused to accept this 
as fact. He insisted that it was a French 
ship and M. LeRoy was its captain. 
Under threat of death the Frenchman 
agreed to this statement, and since then, 
it has been proved that the ship was 
under French charter. 

This prize Kidd called the “Novem- 
ber,” because it was taken in that month. 
He towed it to an eastern port where 
both ship and cargo were sold. It is 
not known exactly how much was re- 
ceived for this loot or how it was 


divided. 


(To be concluded in the September number) 
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Banking and Commercial Law 


Important Decisions of Current Interest Handed Down by State and Federal Courts 
Upon Questions of the Law of Banking and Negotiable Instruments 


Bank Allowed to Recover Mon- 
ev Paid on Check After 
Payment Stopped 


National Loan and Exchange Bank of 
Columbia v. Lachovitz, Supreme Court 
of South Carolina, 128 S. E. Rep. 10. 


HERE a bank, through error, pays 
W a check after the depositor has di- 

rected it to stop payment, it may 
recover the amount from the person to whom 
the payment was made, provided it appears 
that the person receiving payment has not 
sustained a loss as a result of the payment, 
or acted in reliance on it. In this case, it 
appeared that the holder of the check had 
paid value for it before presenting it to the 
bank for payment. It may be mentioned 
that it has been held, in a number of earlier 
decisions, that a bank is not entitled to re- 
cover in a case of this kind. 


Action by the National Loan and Ex- 
change Bank of Columbia against Louis 
Lachovitz. Judgment for defendant, and 
plaintiff appeals. Reversed. 


OPINION 


FRASER, J.—The cardinal facts in this 
case are, in brief: 

The Ideal Theater Company, Inc., drew 
its check on the National Loan and Ex- 
change Bank of Columbia, for the sum of 
$88.94, payable to “cash,” and delivered it to 
one M. Kantoroff. Kantoroff carried it to 
the respondent, Louis Lachovitz, who cashed 
it, part in goods and part in money. Mr. 
Lachovitz deposited the check in the Caro- 
lina National Bank for collection. The check 
was returned unpaid, marked “N. S. F.,” 
which means “not sufficient funds.” A few 
days later Mr. Lachovitz sent his agent to 
the plaintiff bank with the check for collec- 
tion. The teller finding that there was 
sufficient money to the credit of the Ideal 
Theater Company, paid the check. Just 
after the agent of Mr. Lachovitz left the 
bank, snd before he had gotten out of sight, 


the head bookkeeper went to the paying 
teller and told him not to pay the check, if 
presented, as he had received notice to stop 
the payment. The paying teller told him 
that he had just paid the check and pointed 
out the man to whom payment had been 
made. The head bookkeeper followed the 
man at once and offered to return the 
check, and demanded a return of the money. 
This was refused. Mr. Lachovitz kept the 
money and still has it. 

This action was brought to recover the 
money, as paid by mistake. The answer set 
up two defenses, to wit: (1) Purchaser for 
value without notice; (2) negligence of the 
bank in making the payment. At the con- 
clusion of the testimony the presiding judge 
directed a verdict in favor of the defendant, 
and from the judgment thereon this appeal 
was taken. The judgment cannot be sus- 
tained. 

I. As to the defense of purchaser for 
value: Mr. Lachovitz took the check charged 
with the knowledge that its payment was 
subject to two conditions; that there should 
be sufficient funds, and that there should not 
be a stop order. When it was first present- 
ed, there were not sufficient funds, and be- 
fore it was paid the bank had received a 
stop notice. For neither of these things 
was the bank responsible. It had done 
nothing to indicate that the check was good, 
or would be paid. 

II. As to negligence. It is fundamental 
and elemental that, in order to reap the ben- 
efit of negligence, the person pleading negli- 
gence must show that he had been injured 
by the negligence, and that the negligence 
was the proximate cause of the injury. When 
the check was paid, the defendant had 
already parted with his goods and money. 
There was no injury to the defendant that 
arose from the negligence of the plaintiff 
(if any). The defendant had money he 
would not have had if the bank had not been 
negligent, if it was negligent. The negli- 
gence of the bank, even if it was negligent, 
was not the cause, proximate or otherwise, 
of the defendant’s loss. 

The judgment appealed from is reversed. 
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Liability of National Bank 
Stockholder 


Karraker v. Ernest, United States District 
Court, 4 Fed. Rep. (2d) 404. 


Under §23 of the Federal Reserve Act, 
a national bank stockholder who transfers his 
stock within sixty days prior to the failure 
of the bank is liable to the bank’s creditors 
to the same extent as though he had made no 
transfer. In order to enforce this liability, 
it is not necessary to show that the trans- 
feree is insolvent, nor is it necessary that 
any legal proceeding should first be taken 
against the transferee. 


At Law. Action by R. R. Karraker, as 
receiver of the Drovers’ National Bank of 
East St. Louis, against Finis P. Ernest. On 
demurrer to declaration. Overruled. 


OPINION 


LINDLEY, J.—Plaintiff, as receiver of 
the Drovers’ National Bank, seeks to recover 
against the defendant upon an assessment 
made by the Comptroller of the Currency 
against the stockholders of the said bank. 
Defendant demurs to the plaintiff's declara- 
tion and the additional count thereof; the 
only question presented arising with refer- 
ence to the second and additional counts. It 
is averred in those counts that the defend- 
ant was, within sixty days prior to the ap- 
pointment of the receiver, a stockholder in 
the bank; that within such period, and be- 
fore the appointment of the receiver, he sold 
and transferred his stock to one Newton; 
and that Newton, although notified of the 
assessment, has failed to pay the same. The 
only question, therefore, is whether or not 
the plaintiff must aver any additional acts 
upon his part as receiver against the trans- 
feree before recovering from the trans- 
ferror. 

The statute in question (Comp. St. § 
9689), after fixing the liability of stock- 
holders of national banking associations, 
provides that “the stockholders in any na- 
tional banking association who shall have 
transferred their shares or registered the 
transfer thereof within sixty days next be- 
fore the date of the failure of such associ- 
ation to meet its obligations, or with knowl- 
edge of such impending failure, shall be li- 
able to the same extent as if they had made 
no such transfer, to the extent that the 
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subsequent transferee fails to meet such li- 
ability.” It is contended by the defendant 
that this provision reduces the liability of 
the original stockholder to one of secondary 
character, preliminary to the enforcement of 
which it must be shown, either that the 
transferee is insolvent, or that all legal 
remedies have been fully pursued against 
him without success. 

In the opinion of the court the defend- 
ant’s position is not well taken. The act 
of Congress attaches to the ownership of 
stock in national banks certain conditions 
which the subscriber by accepting the stock 
accepts. The acts of the parties which cre- 
ate the obligation imposed upon shareholders 
in an impliedly contractual form are then 
and thereby completed. Aldrich v. McClaine, 
106 F. 791, 45 C. C. A. 631. While this 
liability arises out of the statute, it rests 
upon the stockholder’s receipt and accept- 
ance of his stock, and is, therefore, in a 
qualified and limited sense contractual in its 
nature. Under the provision of the act of 
Congress reserving the original liability 
against the transferror, it is as if the trans- 
ferror had said to the Government: “I am 
liable to and responsible for an assessment 
upon this stock. I am transferring the stock 
to another person, who is assuming my li- 
ability; but my liability continues for sixty 
days, and I agree that if, within such peri- 
od, that liability comes into active existence, 
I shall see that it is satisfied.” This situa- 
tion is not far from that of an owner of real 
estate, who owns land subject to a mort- 
gage indebtedness upon which he is person- 
ally liable, and who sells the real estate to 
another, who agrees and assumes to satisfy 
the incumbrance. The primary character of 
the original debtor’s obligation in its relation 
to the creditor is not altered in either in- 
stance, and the liability remains in its es- 
sence a primary obligation, to enforce which 
does not require that any preliminary legal 
action be taken against the transferee. 

Furthermore, if we consider the trans- 
ferror’s liability from another point of view, 
as one of a secondary character, as one of 
guaranty, the situation is not changed, be 
cause the Government has not said to him 
that he shall be anything other than an ab- 
solute guarantor, one who is liable upon 
default of his principal without the neces- 
sity of any preliminary action against the 
latter. If this is the true situation, then 
it is as if the transferror said at the time 
of the transfer: “With the Government's 
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consent, I am transferring my stock and my 
transferee is assuming all burdens of the 
same; but in good faith to the Government 
I guarantee that, if he does not satisfy any 
liability attaching within sixty days from 
this date, I shall do so.” Such is the under- 
taking of an absolute guarantor. 28 C. J. 
895. In case of such guaranty, the guaran- 
tor immediately upon the failure of the prin- 
cipal debtor to perform his contract, is 
bound without preceding legal proceedings 
being taken against the principal debtor. 28 
C. J. 972; Miller v. Northern Bréwery Co. 
(D. C.) 242 F. 164; Illinois Surety Com- 
pany v. Monro, 289 Ill. 570, 124 N. E. 528. 
Guaranties of the payment of obligations of 
others are absolute undertakings, imposing 
liability upon the default of the principal 
debtor, regardless of whether any legal pro- 
ceedings are taken to enforce the liability of 
the principal debtor. Johnson v. Norton 
Co. 159 F. 361, 86 C. C. A. 361; Miller v. 
Brewery (D. C.) 242 F. 164. 

The court is unable to find anything in 
the act of Congress now under consideration 
which implies that the Government intended 
to make the liability of the transferror con- 
ditional upon a prior attempt to collect from 
the transferee. The statute is intended to 
protect the creditors of national banks, in- 
cluding the depositors. It should be inter- 
preted with that purpose of Congress in 
mind, and the court should not read into 
it anything which makes the remedy pro- 
vided more difficult of realization, more ex- 
pensive to the beneficiaries of the statute, 
or more productive of delay in the realiza- 
tion of the remedy, unless the language of 
the statute plainly indicates such intention. 

The demurrer will be overruled, and the 
defendant given one week within which to 
plead. 


& 


Bank Liable to Depositor in 
Paying Fraudulent Checks 


William J. Connors Car Co., Inc. v. Manu- 
facturers’ and Traders’ National Bank 
of Buffalo, New York Supreme 
Court, 209 N. Y. Supp. 406. 


The plaintiff company was one of the de- 
fendant bank’s depositors. The making up 
of the plaintiff's pay roll was entrusted to 
three o: its employees, an assistant foreman, 
a time eceper, and an inspector foreman. 


These three, by placing fictitious names upon 
the pay roll, succeded in obtaining checks 
payable to the orders of fictitious persons. 
After receiving the checks they indorsed 
the payees’ names thereon and collected 
them. Three of the checks were cashed at 
the defendant bank. The others were col- 
lected through other banks. It was held 
that the defendant bank was liable to the 
plaintiff for the amounts of the checks and 
that the collecting banks were liable to the 
defendant bank for the amounts of the 
checks collected by them respectively. 


Action by the William J. Connors Car 
Co., Inc., against the Manufacturers’ and 
Traders’ National Bank of Buffalo and 
others. On plaintiff's motion for summary 
judgment under Rules of Civil Practice, 
rule 113. Motion granted. 


OPINION 


HINKLEY, J.—The action was originally 
brought against the defendant Manufac- 
turers’ and Traders’ National Bank of 
Buffalo by the plaintiff as one of its de- 
positors for the amount of certain checks 
aggregating $15,489.13, paid out of plaintiff’s 
funds in said bank. Plaintiff claims that 
these checks were made out to fictitious pay- 
ees or to persons carried upon the pay roll 
of the plaintiff after they had left plain- 
tiffs employ; that the names of such ficti- 
tious payees or former employees were 
forged as a result of a criminal conspiracy 
of three of plaintiff’s trusted employees. 

After the action was brought, this court, 
upon motion of the original sole defendant, 
Manufacturers’ and Traders’ National Bank 
of Buffalo, brought into the action other 
banks and individuals who had indorsed all 
but three of the checks over to the defend- 
ant Manufacturers’ and Traders’ National 
Bank, and received the money thereon. The 
plaintiff objected to this order, and it was 
made without prejudice to the plaintiff. 
While this yields to such additional defend- 
ants the right to contest the issues raised 
by the answer of the defendant Manufac- 
turers’ and Traders’ National Bank, it does 
not introduce any new issues between the 
original parties nor extend their original 
issues. 

The introduction of the additional defend- 
ants is only confusing when the rights and 
liabilities of all parties are confused. It 
is, therefore, ‘imperative that this opinion 
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be confined at first to the action as originally 
commenced. 

Plaintiff, a corporation under contract 
with the New York Central Railroad Co. 
to do the repair work of the latter corpora- 
tion, was a depositor with the defendant 
Manufacturers’ and Traders’ National Bank. 
The method adopted by the plaintiff in pay- 
ing its employees was as follows: viz, a 
principal assistant foreman named Putnam, 
a timekeeper named Marr, and an inspector 
foreman named Schweitzer, made up the pay 
roll. That pay roll was given to the auditor 
and checks were made out in favor of the 
employees named in that pay roll. The 
checks were then signed by C. D. Tuppen, 
treasurer of the plaintiff, and delivered to 
the chief foreman, who, instead of distribut- 
ing the checks himself, gave them to the 
timekeeper, Marr, or the principal assistant 
foreman, Putnam, for distribution. By a 
criminal conspiracy by the principal assist- 
ant foreman, the inspector and the time- 
keeper, fictitious names were placed upon the 
pay roll as employees, and the names of form- 
er employees were continued after their term 
of employment had ceased. On return of 
the checks to the principal assistant fore- 
man or to the timekeeper, the three men en- 


gaged in the criminal conspiracy forged the 
names of the fictitious payees or former em- 
ployees upon their respective checks and put 


the checks in circulation. This continued 
from November 1922, until nearly the end of 
1923. The plaintiffs officers and employees, 
except the three wrongdoers, were in ignor- 
ance of the forgeries until a notice by plain- 
tiff was sent to a former employee con- 
cerning his income tax return. 

The three forgers, after their conviction 
and while incarcerated in the State Prison 
at Auburn and the Erie County Peniten- 
tiary, made affidavits as to each and all of 
the checks upon which plaintiff asked judg- 
ment, and swore that they did forge the 
respective payees’ names thereto without 
any authority from the plaintiff. 

Three of these checks, aggregating the 
sum of $155.74, were paid over the counter 
by the defendant Manufacturers’ and Trad- 
ers’ National Bank. The remaining checks 
were paid by the defendant Manufacturers’ 
and Traders’ National Bank to other banks 
as indorsers. 

The defendant Manufacturers’ and Trad- 
ers’ National Bank presents no affidavit or 
other evidence in dispute of the affidavits 
presented by plaintiff upon this motion for 


THE BANKERS MAGAZINE 


summary judgment. The argument of de- 
fendant’s counsel that such proof would be 
difficult to obtain would not sanction this 
court in considering that they were dis- 
puted. It is not correct that defendant 
would have to resort to plaintiffs employees 
and its books to dispute the forgeries. An 
obligation rests upon a paying bank to 
know to whom it pays money upon a check. 
Each check is a separate item which is or 
ought to be capable of being traced by in- 
dorsements to the one who first received 
the money thereon. However laborious it 
might be to trace each one of the many 
checks involved in this case to the first in- 
dorser after the payee’s indorsement, that 
labor could just as well be performed at 
this time as in preparation for trial. 

The defense of negligence on the part 
of plaintiff and an account stated can only 
apply to the three checks aggregating $155.- 
74, as the other forged checks were cashed 
by defendant Manufacturers’ and Traders’ 
National Bank in reliance upon the re- 
sponsibility of other banks. Shipman v. 
Bank of State of New Yor, 126 N. Y. 318, 
327, 27 N. E. 371, 12 L. R. A. 791, 22 Am. 
St. Rep. 821; Crawford v. West Side Bank, 
100 N. Y. 50, 2 N. E. 881, 53 Am. Rep. 152. 

The question as to whether a jury might 
say that an affirmative act of negligence 
was committed by the plaintiff in the is- 
suance of the three checks paid by defend- 
ant Manufacturers’ and Traders’ National 
Bank over its counter is not free from 
doubt. Yet the three men who committed 
the forgeries were trusted employees of 
the plaintiff, which acted immediately upon 
discovering evidence of crime. The jury 
upon a trial would have no right to suggest 
other methods of paying employees or cre- 
ating checks upon these trusted employees 
of the plaintiff. The jury’s function would 
be limited, if permitted to act, to a deter- 
mination as to whether plaintiff acted as 
a reasonably prudent person would have 
acted under the circumstances, without the 
advantage of the present hindsight. The 
court at this time cannot speculate as to 
other methods and checks, but believes that 
upon all the affidavits, as a matter of law, 
no negligence is shown upon the part of 
the plaintiff which is available to the de- 
fendant Manufacturers’ and Traders’ Na- 
tional Bank. Shipman v. Bank of State 
of New York, 126 N. Y. 318, 27 N. E. 371; 
Knox v. Eden Musee Co., 148 N. Y. 441, 42 





of de- 
uld be 
n this 
e dis- 
~ndant 
loyees 
s. An 
nk to 
check. 
is or 
by in- 
ceived 
ous it 
many 
‘st in- 
, that 
ed at 


part 
1 only 
$155.- 
ashed 
aders’ 
e re- 
an V. 
. 318, 
, Am. 
Bank, 
. 152. 
might 
gence 
1e is- 
fend- 
‘ional 
from 
itted 
s of 
upon 
jury 
ggest 
cre- 
pyees 
ould 
eter- 
d as 
have 
t the 
The 
is to 
that 
law, 
t of 

de- 
Na- 
state 
371; 
|, 42 


THE BANKERS MAGAZINE 187 


N. E. 988, 31 L. R. A. 779, 51 Am. St. Rep. 
700; People’s Trust Co. v. Smith, 215 N. Y. 
488, 109 N. E. 561, L. R. A. 1916B, 840, 
Ann. Cas. 1917A, 560; Ehrich v. Guaranty 
Trust Co., 194 App. Div. 658, 186 N. Y. S. 
103, 233 N. Y. 637, 185 N. E. 950. 

Plaintiff is, therefore, entitled to sum- 
mary judgment dismissing the answer of 
the defendant Manufacturers’ and Traders’ 
National Bank of Buffalo, and, so far as 
they are effective, if at all, against plain- 
tif’s complaint, plaintiff is entitled to a dis- 
missal of the answers of the other defend- 
ants, and for judgment against the de- 
fendant Manufacturers’ and Traders’ Na- 
tional Bank of Buffalo, in the amount de- 
manded in plaintiff's complaint. 

Shortly after action had been commenced 
by plaintiff against defendant Manufac- 
turers’ and Traders’ National Bank, the 
latter obtained an order from this court to 
bring in as parties defendant the Liberty 
Bank of Buffalo, Buffalo Trust Company, 
People’s Bank of Buffalo and Marine Trust 
Company. The defendant Manufacturers’ 
and Traders’ National Bank then answered 
and upon proper affidavits asked for sum- 
mary judgment against the additional de- 
fendants, in the event that this court should 
grant summary judgment against the de- 
fendant Manufacturers’ and Traders’ Na- 
tional Bank. The affidavits are without dis- 
pute that each check upon which plaintiff 
sues, except the three aggregating $155.74, 
were indorsed by one of the four additional 
defendants, to wit, Liberty Bank, Buffalo 
Trust Company, People’s Bank of Buffalo, 
Marine Trust Company, and the amount 
specified therein was paid by the defendant 
Manufacturers’ and Traders’ National Bank 
to the one of said four banks whose name 
was so indorsed. The defense of negligence 
is not available to these additional defend- 
ants. Shipman v. Bank of State of New 
York, 126 N. Y. 818, 829, 27 N. E. 371, 12 
L. R. A. 791, 82 Am. St. Rep. 821; Craw- 
ford v West Side Bank, 100 N. Y. 50, 2 
N. E. 881, 58 Am. Rep. 152. 

Mere denials in an answer are insufficient 
to raise an issue in a motion for summary 
judgm. nt. O'Meara Co. v. National Park 
Bank 07 New York, 239 N. Y. 386, 395, 146 
N. E. 636. 

The position of the defendant Manufac- 


turers’ and Traders’ National Bank upon 
this motion for summary judgment is a pe- 
culiar one, due to the interpleader of the 
other defendant banks, but no different than 
it would be upon the trial. The court would 
not be justified in putting a construction 
upon rule 113 of the Rules of Civil Practice 
which would prevent the defendant Manu- 
facturers’ and Traders’ National Bank from 
contesting the allegations of forgery, while 
at the same time it moved for summary 
judgment against the other defendant banks, 
in the event that summary judgment was 
awarded against it, based upon the undis- 
puted proof of such forgeries. 

A slight discrepancy appeared concerning 
one of the checks alleged to have been in- 
dorsed by the Marine Trust Company which 
error can be readily rectified in the judg- 
ment based upon this decision. 

It follows, therefore, that summary judg- 
ment should be granted herein in favor of 
defendant Manufacturers’ and Traders’ Na- 
tional Bank of Buffalo against the defend- 
ants Liberty Bank, Buffalo Trust Company, 
People’s Bank of Buffalo and Marine Trust 
Company, striking out their respective an- 
swers as against the defendant Manufac- 
turers’ and Traders’ National Bank of Buf- 
falo, and for judgment in favor of the 
defendant Manufacturers’ and Traders’ Na- 
tional Bank of Buffalo against each of said 
defendant banks for the amount represented 
by the total of the checks set forth in 
plaintiff's complaint, which each defendant 
indorsed and cashed with the defendant 
Manufacturers’ and Traders’ National Bank. 

Upon motion of the defendant People’s 
Bank of Buffalo, additional defendants were 
brought into this action, including the Gen- 
esee National Bank of Buffalo. The Peo- 
ple’s Bank of Buffalo moved for judgment 
against these additional defendants, but that 
motion is based upon an affidavit which does 
not conform to rule 113. That motion is, 
therefore, denied, with $10 costs to defend- 
ant Genesee National Bank of Buffalo, with 
the privilege to the defendant People’s Bank 
of Buffalo to renew its motion upon proper 
affidavit, within five days after entry of 
judgment, based upon this decision. 

Orders and judgment may be entered 
herein in accordance with this opinion. 
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Bank Held Liable on Guaranty 


Washington Grocery Co. v. Citizens’ Bank 
of Anacortes, Supreme Court of Wash- 
inton, 231 Pac. Rep. 780. 


The defendant bank, in order to enable 
one of its customers to secure credit with 
the plaintiff company, signed a guaranty 
in payment of any balance not exceeding 
$1000, due on account of any credit extended 
to the customer. The plaintiff company 
thereafter extended credit to the customer 
in a sum greater than $2000. Later, the 
customer turned over to the defendant bank 
notes and accounts amounting to about 
$1000, to be applied on his account, which 
the president of the defendant bank de- 
livered to the plaintiff company. Nothing 
was said, either by the customer or by the 
president of the bank, as to how the securi- 
ties were to be applied. A short while 
thereafter, the customer became insolvent. 
In this action it was held that, under the 
circumstances, the plaintiff company was 
entitled to apply the securities to the un- 
guaranteed portion of the account and to 
hold the bank liable upon its guaranty for 
the balance. 


Action by the Washington Grocery Co. 
against the Citizens’ Bank of Anacortes. 
From judgment for plaintiff, defendant ap- 
peals. Affirmed. 


OPINION 


PEMBERTON, J.—Respondent secured 
judgment against appellant in the amount 
of $730.50 upon a certain written guaranty, 
from which judgment this appeal is taken. 

In July, 1919, one A. J. Mclean borrowed 
$4000 from appellant to purchase a stock 
of groceries and fixtures from one H. H. 
Soule at Anacortes, Wash., and to secure 
this loan a chattel mortgage was given upon 
the stock of groceries and fixtures. To 
enable McLean to secure credit with re- 
spondent, Washington Grocery Co., the ap- 
pellant signed the following guaranty: 


Anacortes, Wash., Aug. 1, 1919. 

Washington Grocery Co., Bellingham, 
Wash.: Allen McLean, operating a grocery 
store at Anacortes, in Skagit county, state 
of Washington, desires a line of credit from 
you, and I write to say that they are re- 
liable and financially good, and to ask in 
his behalf that you extend to him such 
credit as in your judgment may be prudent, 


considering the business transacted by them, 
and in consideration of any credit or accom- 
modations which you have or may extend to 
him, I hereby guarantee to you at the time 
of maturity thereof, or at any time there- 
after when demand shall be made therefor, 
the payment of any balance which may be 
due you on account of any such credits or 
accommodations so extended, provided, how- 
ever, that my responsibility under this 
guarantee shall at no time exceed the sum 
of $1000. This guarantee shall continue for 
all credits extended as above requested, 
within the limits hereinabove set forth, until 
such time as I shall, in writing, advise you 
by registered mail that I will no longer be 
responsible for credits on accommodations 
extended under the request herein made. 
Yours respectfully, Citizens’ State Bank, 
by M. B. Mattice, Pres. 


McLean continued the business for ap- 
proximately one year and became indebted 
to respondent in a sum over $2000. On or 
about August 1, 1920, he turned over to re- 
spondent a number of notes amounting to 
$410 and accounts of approximately $1000 
to be applied upon the account, reducing the 
indebtedness due the respondent to $742.67. 
On August 9, 1920, McLean made a voluntary 
assignment for the benefit of his creditors, 
and on September 20, 1920, he was adjudged 
an involuntary bankrupt. Of the estate of 
McLean there was a dividend of $12.17 paid 
respondent upon its claim, leaving a balance 
of $730.50. This action was _ instituted 
against appellant upon its written guaranty. 

It is the contention of the appellant that 
the guaranty was fully satisfied and dis- 
charged by the turning over of the $1000 
worth of accounts to respondent. The tes- 
timony shows that Dr. Mattice, the presi- 
dent of the appellant bank, called upon Mr. 
McLean a few days before he made an as- 
signment for the benefit of the creditors and 
secured from McLean notes and accounts in 
approximately the value of $1000, which notes 
and accounts were delivered to respondent. 
McLean testified that these notes were 
turned over to the president of the bank 
to be given to the respondent company to 
credit upon his account without anything 
being said about the bank protecting itself 
on its guaranty. His testimony is as fol- 
lows: 


Q. Now, the accounts weren’t turned over 
by you to the company. You turned them 
over to the bank? A. Yes, sir. 

Q. And you expected the bank to protect 
itself on account of this guaranty? A. No. 
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Q. What? A. Turned over to be applied 
on my account. 

Q. To be applied on your account? A. 
Yes, sir. 

Q. Was there anything said between you 
and Dr. Mattice or any one else represent- 
ing the bank in this proposition? A. There 
was nothing said that they were to be done 
otherwise with. 


It is claimed, however, that respondent 
did not apply the $1000 payment to the un- 
secured portion of the claim, and the court 
should make the application considering the 
equities of the parties. 


If neither party makes an application of 
the funds, the application should be so made 
by the court that under all the circum- 
stances the greatest equity shall be done. 
28 C. J. 1005. 1006. 


Where that part of a debt which is not 
yet due is secured by a guaranty and money 
is sent by the guarantor and debtor, with 
directions to apply it to their account, the 
creditor cannot apply it to an account which, 
although due, is not covered by the guar- 
anty. 28 C. J. 1005. 


These rules are not applicable to the 
facts in this case. Appellant guaranteed 
not a definite sum, but guaranteed the bal- 
ance due on the account not exceeding $1000. 
Under this agreement a payment on the ac- 
count would be upon the unguaranteed por- 
tion, unless specific directions were given 
to apply it upon such guaranty. 

There was no direction given to respond- 
ent by either appellant or Mr. McLean, the 
debtor, to apply this amount in satisfaction 
of the guaranty of appellant, and respond- 
ent had a right to make the application 
without reference to the guaranty. Port- 
Intelligencer Pub. Co. v. Harris, 11 Wash. 
500, 39 P. 965; Beyer v. Bullock, 56 Wash. 
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110, 105 P. 155; Crane Co. v. United States 
Fid. & Guar. Co., 74 Wash. 91, 1382 P. 872; 
Sturtevant Co. v. Fidelity & Dep. Co., 92 
Wash. 52, 158 P. 740, L. R. A. 1917C, 630; 
Smythe v. New England Loan & Trust Co., 
12 Wash. 424, 41 P .184. 

The contention that the guaranty was 
without consideration is fully answered by 
the fact that the appellant furnished all the 
money for the purchase of the grocery store, 
held a mortgage upon the same, and was in- 
terested in seeing the business properly con- 
ducted. 

It is contended that the guaranty agree- 
ment is void, because it was made in direct 
violation of the by-laws of the appellant 
bank prohibiting its president from making 
any guaranty, unless expressly authorized 
so to do by its board of directors. It is 
admitted that the board of directors made 
no such authorization. The testimony dis- 
closes the fact that the board of directors 
did not meet more than twice a year and 
the entire affairs of the bank were in charge 
of its president. Under these facts and 
circumstances the appellant cannot avoid the 
contract of guaranty executed by its presi- 
dent. Union Savings & Trust Co. v. Krumm, 
88 Wash. 20, 152 P. 681; Creditors’ Claim & 
Adj. Co. v. Northwest Loan & Trust Co., 
81 Wash. 247, 142 P. 670, L. R. A. 1917A, 
737, Ann. Cas. 1916D, 551; United States 
F. & G. Co. v. Cascade Const. Co., 106 
Wash. 478,-180 P. 468; Moore v. American 
Sav. Bank & Trust Co., 111 Wash. 148, 189 
P. 1010. 

The guaranty given by appellant was for 
any balance not to exceed $1000. The guar- 
anty was still in effect, had not been can- 
celed in writing by registered mail as pro- 
vided in its terms, and respondent was en 
titled to recover the amount due. 

The judgment is affirmed. 
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Main Banking Hall—Bank of California, Seattle 
John Graham, Architect 
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Where a purely classic treatment is 

followed in bank architecture, the use 

of Crittall Steel Casements and Win- 

dows adds measurably to the beauty 

of interiors. Their narrow steel mem- 

bers blend harmoniously with pillars 

and panelled walls, lending height and 

———— dignity to the room. Versatile in their 
perenne application to varied designs, Crittall 
l ' Casements are also intensely practical 
: ‘ from thestandpointof light,ventilation, 
{UNIVERSAL weather-tightness and convenience. 

















All Crittall Casements and Windows are made of Crittalloy—The Copper-Bearing Steel 


CRITTALL CASEMENT WINDOW COMPANY, Manufacturers 
10965 Hearn Ave., Detroit, Michigan 
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Financial Windows Of The Mid-West 


By M. E. CHASE 
ular, even with this latter class. 
The writer found that 
whether or not a banker was 
using window displays, was 
about to, or had no definite 
plans in that direction at the 
time interviewed, all were alike 
interested in knowing how 
other banks who had used them, 
thought on the subject. So, 
in this and succeeding articles, 
readers of THE BANKERS 
Magazine will have an op- 
portunity to “listen in” on the 
interviews it has been the 
writer’s privilege to have with 
some of the leaders in this gen- 
erally favored means of ad- 
vertising. 


N the last three years, 
I traveling from coast to 
coast, and from Canadian bor- 
der to Panama Canal, the 
writer has interviewed a great 
many banks, large, medium, 
small in cities of all sizes. 
Some of these institutions fa- 
vored direct by mail to news- 
paper advertising. Others were 
strong for newspaper advertis- 
ing and had scant regard for 
direct by mail. Then there 
were a minority with the “ad- 
vertising is a wicked waste” 
complex. But, however bank- 
ers might have regarded other 
mediums of advertising, window 
displays were unanimously pop- 
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small change with home safes on both sides. 
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In the center foreground, 
On either side of the window is a large 
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Frequency of Change 


Says George L. Broderick, 
advertising manager of the 
First Wisconsin Trust Com- 
pany of Milwaukee, “Window 
displays offer perhaps the most 
inexpensive and effective adver- 
tising open to financial insti- 
tutions. Because of the wide 
range possible with such dis- 
plays, they offer an institution 
not only the opportunity to ad- 
vertise its own services, but this 
space may also be used to es- 
tablish the institution in the 
minds of the citizens as a public 
spirited business place, always 
alert to promote the civic wel- 
fare of the city by using such 
exhibits or displaying such ma- 
terial as will serve to bring out 
various facts about the munici- 
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Miniature signboard designed for use in connection with window display by Indianapolis bank, 
the complete display showing outdoor scene of roadway, autos, house, etc. 


A home savings bank window display of an Indianapolis bank. The window horizon is slightly 
rounded, the curved effect presenting a more pleasing and less severe effect than angles. 
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pality in an interesting as well 
as an impressive manner. 

“This idea was very effective- 
ly carried out by the First 
Wisconsin Trust Company in a 
display placing Milwaukee’s 
various industries before the 
public by displaying hun- 
dreds of trade marks represent- 
ing the products of some of 
the Milwaukee manufacturers. 

“In planning this display the 
First Wisconsin Trust Com- 
pany enlisted the co-operation 
of the Association of Commerce 
in selecting the manufacturers 
and jobbers who were to be 
invited to participate in the 
exhibit. That this idea was ap- 
preciated was evident by the 
immediate replies received in 
which the industrial heads ex- 
pressed their hearty approval 
and signified their willingness 


This wir 


This window display, supported by newspaper advertising fol- 
lowing the same theme was prepared by the First National 
Bank in Detroit in conjunction with an educational drive on 
wildcat securities conducted by the Detroit Better Business 
Bureau. A collection of “phoney” stocks and bonds, sold to 
the unwary and loaned for the purpose by the prosecuting at- 
torney formed the basis of the display. Completing the display 
are two ferocious looking wildcats, recruited from a local taxi- 
dermist’s shop, and placards of warning against salesmen 
of wildcat stocks with the invitation that investors consult 
with officials of the bank regarding financial matters. 


»w display depicts an actual incident. The display was recently installed by the Central 


Savings Bank of . 
ng ink of Detroit. Frank J. Campbell, advertising manager of the bank, says that for two 


weeks 
the window 
chairs ar 
remains 


ten to twenty people were around the window at all hours of the day. The interior of 
was furnished to remresent a small kitchen. The walls were papered and a table, 
a en cook stove were .°t up. In the foreground was displayed, in a white box, the 
cargo BA... in paper money which a woman had hidden in a tin can and placed in the 
work, lizhted ping. The woman’s son, not knowing that the money was there, came home from 

ialiiter an a fire to cook a meal, and burned up the savings of months. In helping the woman 

Sieeeere. of an tee the money as possible, the bank made out an affidavit directed to the 

leant sea e nited States, giving the details of the incident. A photograph of this signed 

lightly Gath of the as enlarged to a size 28 inches wide by 40 inches high, and displayed in the window 
the money. Mr. Campbell says the bank feels that the reason for the window’s effective- 


es. Ness is ¢ 
at og it it makes a direct drive at the habit that hundreds of people have of keeping money 
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The above window display of a Chicago investment banking company presents an example of the 
way in which the height of window display backgrounds may be varied to suit different displays 


by pegging on an additional center piece. 


as in the display above. 


to co-operate to the limit. 
There were of course a few who 
declined, because they were not 
doing local manufacturing and 
others who had no trade names 
to submit. 

“The display proper consisted 
of the various trade marks 
which were mounted on three 
panels, artistically set off by 
black and white cut-out sil- 
houettes. The silhouette at the 
bottom of the panels repre- 
sented Milwaukee in the days of 
the pioneer, showing a barren 
prairie being crossed by pio- 
neers in an ox cart, while the 
upper silhouette consisted of an 
outline of a metropolitan city 
railway line. 

“In the foreground an annun- 
ciator sign was used which 
flashed different facts about the 
various local industries, for the 
most part, relating to those in- 
dustries in which Milwaukee is 
a national or world leader. 
Other cards carried messages 


explaining the services of the 
trust and savings departments. 

“The continuous crowd in 
front of the window proved 
conclusively that the public like 
to know about their home-town.” 

Eugene W. Short, assistant 
treasurer of the Bankers Trust 
Company of Indianapolis, says: 
“Our windows are considered 
a very important medium for 
advertising. We have fourix it 
is possible to advertise in them 
nearly every service we have 
to offer. 

Renting Out and Changing 

Displays 

“Our displays are changed 
weekly, which is not as ex- 
pensive as it might sound, 
since parts of many displays 
are used a second and a third 
time. Then too, expense is re- 
duced by selling or renting our 
displays to banks in other 
cities. We are also alert to 
exchanging displays with out of 
town banks. 


The center piece may be flat and serve as a shelf 


Anti-Wildcat Investment 
Display 


Frank J. Campbell, adver 
tising manager of the First Ns 
tional Bank in Detroit, states 
that: “One of our: most sut- 
cessful displays was a wildcat 
window which tied up with 
a drive put on by the Detroit 
Better Business Bureau in # 
effort to educate the publi 
against swindlers. 

“We borrowed wildcats from 
a taxidermist, and the nicel’ 
engraved certificates we ust 
were loaned us by the prose 
cuting attorney. This winder 
was linked up with illustrate? 
newspaper advertising, contait- 
ing the information that $75; 
000,000 had been taken from the 
people of the Great Lakes tf 
gion for wildcat securities du 


ing the year; that the Gover 


ment was urging people to com 
sult their bankers before the! 
invested; that our bank Ww 
at their service without cost. 
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“Standing room in front of 
this window was at a premium 
every hour of the day during 
the exhibit. 

“Another window display that 
pulled well was a chart show- 
ing ‘Where money goes’, with 
such accompanying concrete il- 
lustrations as a basket of gro- 
ceries, a pile of coal, clothing, 
musical instrument, books, etc. 


Campbell Regards Windows as 
Third in Importance 

“We regard our window ad- 
vertising as third in importance, 
placing newspaper advertising 
first, and printed matter second. 
Our are changed 
weekly, at an average cost of 
$10 per display.” 

H. P. Parshall, assistant 
cashier of the Commonwealth 
Federal Savings Bank of De- 
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in 


troit, says, “We give our dis- 
play window over to the use 
of first one customer and then 
another, and sometimes to those 
not but whom 
we would like to have as cus- 
tomers. 


our customers, 


Giving Over Windows to 

Customers 
“The Travelers Insurance 
Company, for instance, had a 
particularly attractive display 
in our window. They illus- 
trated their different types of 
risks and minia- 
ture truck and automobile col- 
lide. Insurance spells ‘Good- 
bye taking in washing’ for wi- 
dows. Factory employees are 
protected by liability insurance. 
One may be insured against ac- 
cident while in public convey- 
ances.” 


coverage—a 


f the Travelers Insurance Company in the window of a Detroit bank. 
different types of insurance risks and coverage, and portrays typical accidents by means 
machines that are 


collision, and other 
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Miss Ethel B. Scully, vice- 
president of Morris F. Fox & 
Co. of Milwaukee, said, “Just as 
we are careful of the style and 
quality of our circulars, so do 
we try to favorably 
passersby with the quality and 
arrangement of our windows. 

“We have been using win- 
dow advertising for four years. 
Our counter business has great- 
ly increased, regard 
counter business as _ valuable 
publicity for the house. The 
counter client is apt to be the 
type who discusses his invest- 
ments with his friends 
recommends to them the house 
that is giving him good service. 


impress 


and we 


and 


Investment Displays That Pull 


“It is our experience that dis- 
plays showing the growth of 
money at compound interest, 


The display 


frequently involved in 
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displays using actual money, 
displays with charts suggesting 
methods and plans for investing, 
pull the best. 

“As a rule, we change our 
windows once a week—issue dis- 
plays oftener. 

“For instance, when featur- 
ing the Palmolive preferred 
stock issue, we used posters the 
first three days, along with 
stock certificates, dividend 
checks and circulars. Then we 
changed to photographs of the 
Palmolive factory and process 
of manufacturing with samples 
of its products, and this time 
a small poster on the issue. 

“One of our best pulling win- 
dows was on the Oklahoma 
Gas &. Electric Co. issue, in 
which we endeavored to dispel 
the idea that Oklahoma pro- 
duced nothing but oil, by an 
exhibit of potatoes, wheat and 
other agricultural products as 


An unusually effective window prepared by the State Bank of Chicago during an 
exposition in that 
including the hedge and shrubbery along the approach to the entrance. 


Own Home” 


are raised in abundance in that 
state for Oklahoma according 
to the 1924 census ranked sec- 
ond in per capita farm produc- 
tion.” 

Miss Jessamine G. Hoagland, 
formerly manager of the sav- 
ings department of the Na- 
tional City Bank of Chicago 
and now manager of the sav- 
ings department of the National 
Bank of the Republic of Chi- 
cago opines thus: “The hun- 
dreds of people who pass our 
windows daily, we regard as our 
window circulation. 


Tracing Results from a Savings 
Display 


“From one display alone— 
the little home on the hill, ex- 
hibited in a window of the Na- 
tional City Bank during ‘Own 
your own home’ week—we 
traced directly more than 350 
savings accounts. We were 


DEP AI 
UN 


J Ly > 


{ INDA YS 


city. On the left is a model 


home, 


THE BANKERS MAGAZINE 


able to trace this  busi- 
ness because we had never 
used home safes until shown 
in this window. The pulling 
feature of this window was 
the happy idea it carried. There 
was no suggestion of fear, or 
disaster for old age, because 
of lack of saving during the 
earning years. It did show 
that systematic saving would 
lead, step by step, to one’s ob- 
jective—symbolized by _ the 
home. 

“That ‘Many a mickle makes 
a muckle’ was better illustrated 
by the nickels on the path lead- 
ing up to the cottage than by 
a half column of written ar- 
gument. Everyone can save 
nickels. The nickel idea had 
a further advantage in that it 
would not prove so costly to 
our bank as_ would a pavement 
of dollars, should an enter- 


“Own Your 
complete in every detail, 
The framed poster in the 


center shows a bank book with a home breaking its way through the pages, and bears the caption, 


“Every Dollar Deposited Piles Up More Bricks for a Home of Your Own.” 


The poster at the 


right, headed “Building,” reads: ‘“‘To build a house stone is placed upon stone until the building 


is completed. 
Both may be 
a home.” 


built by 


easy stages. 


To build up a fund to build a home dollar is added to dollar in a savings account. 
Build a savings account first and then you can buy or build 
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Window display of public utility bonds, showing dam, power-house, etc. This display was prepared 
by Morris F. Fox & Co., investment bankers of Milwaukee, Wis. 


prising burglar decide to clean 
up the path some night.” 


The Importance of Actual 
Objects in Windows 

Gaylord S. Morse, assistant 
cashier of the State Bank of 
Chicago says: “I am thoroughly 
convinced that just pictures 
and captions will not attract 
attention to windows. People 
are interested more in actual 
objects, and we have found that 
things of current interest— 
curio collections, displays fea- 
turing local enterprises—are 
splendid attention getters for 
our bank. We have featured 
the gypsum, plate glass, clay 
products, cement and mica in- 
dustries, but without giving 
publicity to any individual con- 
cern. Photographs and speci- 
mens, along with caption cards, 
tell the story. 


Making a Direct Play for 
Business 
“Displavs with a more direct 


pull for business have been 
such one; as a ‘Baby Week’ 


window which we used during 
the month of June. In it were 
shown dolls and such other 
toys as one thinks of in connec- 
tion with babies. Simultane- 
ously with this display, we sent 
out several thousand copies of 
two booklets on the care of 
babies, compiled by baby spe- 
cialists. Our newspaper adver- 
tising tied up with the window 
idea that week. True, it did 
cost cash, but we got two hun- 
dred accounts, directly trace- 
able to this publicity, and we 
figure that the traceable re- 
sults are always a small part 
of the business obtained from 
any advertising. 

“At Lincoln’s birthday sea- 
son, instead of putting in the 
conventional picture of Lincoln, 
draped with flags, we featured 
a bronze mask of Lincoln, 
bronze casts of his hands, and 
around these were grouped 
his spectacles, canceled bank 
checks signed by Lincoln in 
payment of household expenses 
and to his sons, a door plate 


taken from his Springfield, Illi- 
nois, home, and some of his or- 
iginal letters and manuscripts. 
Interesting? Yes, and valuable. 
The bank had this display in- 
sured in Lloyds for $40,000. 


Three Windows Take Full Time 
of One Man 

“To collect suitable material, 
and to keep our three windows 
properly interesting, takes the 
full time of one man.” 

Duane Bartlett, advertising 
manager for Madison and Ked- 
zie State Bank of Chicago says: 
“In building, we put every 
available inch of frontage into 
our windows, thirteen in all. 
Then we fostered the building 
of the nicest sort of a moving 
picture theatre next door, to 
increase circulation on our win- 
dows. 


Cheap Art Work Worse Thar 
None 


“We spend an average of 
one thousand dollars a month 
on displays. Cheap art work 


(Continued on page 199) 
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HE question of employee 

co-operation with the ad- 
vertising department of a 
bank is an oft recurring one 
with many an advertising 
manager, as has been here- 
tofore noted by the editor, 
who has suggested that an 
employees’ house organ may 
be made a valuable aid in 
keeping the employees’ in- 
terest aroused in what the 
bank is trying to accomplish 
in its advertising. 

The 
house organ of the employ- 
ees of the First National 
Bank in St. Louis, brought 


Buzzer, monthly 


this point up in a very per- 
a recent 
“Just Be- 
This edi- 


tinent manner in 


editorial headed 
tween Ourselves.” 
torial reads: 

The Advertising Department 
wants all of the readers of The 
Buzzer to know a little more 
about what it is doing, why it 
is doing it, some of the results 
of its work, and how these re- 
sults affect the other people in 
the bank. 

The duty of the Advertising 
Department is to inform every- 
one about the services available 
in the different departments. 
Even though our bank be the 
very best institution in the 
world, if no one knows it but 
the bank people, the profits of 
our institution would certainly 
be very small. So, whenever 
you see any advertisement of 
the Bank, read it for what it 
really is—A message for all the 
world to read, about your work. 


If our Advertising Manager re- 
ceives from you, subsequently, 
some expression of your experi- 
ence or knowledge that helps 
him to get his great message 
across better, he will appreciate 
the favor. 

The Advertising Department 
is using newspapers, bill boards, 
letters, booklets, calendars, 
diaries, and all the different 
forms of advertising and pub- 
licity listed in the budget of the 
modern bank. The “why” of all 
these messages, however, is not 
merely to reach the bank patron 
and the bank prospect. When 
we, in the bank, read about 
ourselves, and see what our 
work looks like in black and 
white, and vision the possibili- 
ties for better service which our 
own good work can add to these 
messages, we get a thrill out of 
our “Team play” which carries 
through the vear a substantial 
part of the “Annual Banquet 
Spirit” which we enjoy so much. 

Now about results. Whenever 
we talk to anybody about the 
First National Bank, they al- 
ready know a great deal about 
it. Knowing us as_ associate 
workers of the great institution, 
they listen to what we say, value 
our opinions highly, and are, 
therefore, influenced more to- 
ward us and toward our bank, 
because of the work the Adver- 
tising Department has done. 
Isn’t this an invitation to use 
this added influence to help per- 
sonally to build the bank a little 
bigger and a little better, with 
our own individual work? 


& 

RYING to 

people, through the me- 
dium of your bank’s adver- 
tising, that they ought to 
save is, of course, an impor- 
tant, as well as a laudable 
thing to do. But it is cer- 
tainly no less important to 
try to persuade them to save 
at your bank. 


persuade 
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If advertising is going to 
influence people to save at 
your bank rather than at 
some other bank, reasons 
must be given other than the 
time worn pleas of safety, 
conservatism, good service, 
convenience, and interest at 
the rate of such and such a 
per cent. One bank can say 
these things just about as 
well as another. 

The thing is to have a 
workable plan that will make 
people want to save at your 
bank. There are a limited 
number of such plans—but 
there are a wide variety of 
methods of presenting them 
in an attractive manner. 


& 


HE editor believes that 

readers of  BaANkINé 
Pus.xiciry will find M. E. 
Chase’s article ‘‘Financial 
Windows of the Mid-West,” 
appearing in this number, 
well worth a careful reading. 
This article, based as it is on 
a number of interviews with 
leaders in the field of bank 
window displays, is highly 
practical in nature and dis 
cusses only displays whic! 
have demonstrated their ef 
fectiveness through actual 
use. 

The 
present in an early number 
an “Financial 
Windows of the East 
which will be a comprehet- 


e 
same author W!! 


article on 


sive survey of what leaders § 


in the bank window display 
work in the eastern states 
are accomplishing in this 


field. 
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Financial Windows of the 
Mid-West 
(Continued from page 197) 

or cheap anything else is worse 
than none. It creates a cheap 
opinion of the bank. We either 
put a display in right, or choose 
something less expensive to de- 
velop. But this really is not 
so expensive, for the displays 
are sold to other banks over the 
country, the same as is done 
among merchants. 


Testing Pulling Power 


“Just to test the pulling 
power of our windows, one 
morning at nine, we raised our 
curtain on a display of toy air- 
small caption 
card, ‘Come in, kiddies, and get 
The whole supply of 
six hundred was gone in an 
hour and a half. ‘That was 
only an appetizer for the next 
and other displays, as we re- 


planes with -a 


yours.’ 


gard giving something for noth- 
ing poor policy for business 
getting. 

“Two of our thirteen win- 
dows are given to the public— 
one to the neighborhood branch 
of the public library; another 
window to first one local con- 
cern and then another for a 
week’s display of their prod- 
ucts. We do this whether or 
not a concern is a customer.” 

Frank H. Armstrong of the 
American Bond & Mortgage 
Company, Chicago, says that: 
“The big thing our window ad- 
vertising is accomplishing is 
making it as commonplace for 
ordinary people to walk in and 
buy a bond, as to buy a suit 
of clothes or five tons of coal. 

“Our ‘pick-up’ business—that 
is, customers who drop in with- 
out previous solicitation—has 
greatly increased since we be- 
fan to use window displays, 
ind I add that not all of this 
business is small. Recently 
‘man came in with $5000 and 
isked for bonds of the issu 
then featured in our window. I 
asked who sent him to us and 
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Who’s Who in 
Bank Advertising 














THEODORE TEFFT WELDON 
Advertising Manager Northern Trust Company of Chicago 


on the staff of a Chicago newspaper where he worked 

in the financial advertising department. He resigned 
this position to become manager of the Pittsburgh office of a 
Chicago brokerage concern. Mr. Weldon remained in this 
latter capacity for two years at the end of which time, war 
having been declared, he entered the Government service by 
enlisting in the navy. Upon his discharge from the navy 
after the war he became advertising manager of Wilson 
Bros. of Chicago, one of the world’s largest manufacturers 
of men’s furnishings. After two years in this position he 
resigned to accept the position which he now holds; that of 
advertising manager of the Northern Trust Company of 
Chicago. Mr. Weldon is well known both as a speaker and 
a writer on subjects relating to financial publicity. He is at 
the present time engaged in writing for THE BANKERS 
MAGAZINE a series of articles on ‘“‘A Complete Campaign 
for New Trust Business.’’ Three of the articles of this series 
have already appeared, and a fourth article will appear in an 
early number. Mr. Weldon is a native of Chicago and was 
born in 1893. He received his education at the Universities 
of Michigan and California. 


M R. WELDON'’S first advertising experience was gained 
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he told me he was in the mar- 
ket for an investment and saw 
an issue that appealed to him 
advertised in our window. 


Bond Displays That Attract 
Investors 


“As to the character of dis- 
plays that pull best. If you 
mean those that bring the most 
people in, I say that our insti- 
tutional booklets and _ bond 
record displays—where we off- 
fered free copies. Educational 
windows—for instance the pro- 
cess of making the engraved 
bonds—draw crowds to our 
windows but few people come 
inside. Any bond dis- 
play brings fewer people to our 
windows and fewer people in- 
side, but results in more ac- 
tual business. However, we re- 
gard all three types of displays 
effective, because even though 


issue 
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ROOMS FOR LADIES. 
St With every conrenicore, soparete dust, be. or oe provid 
VERT BasT LADUES sks BESTERS 
Tat PoBLis ARE INVITED TO VISIT THE PREMISE? 
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Safe deposit advertising as it was done sixty-two years ago and as it is done today. 


people may not invest here now, 
they are getting acquainted 
with us and with our bonds. 

“The first cost of the right 
kind of window construction 
and good looking fixtures was 
considerable, but we look more 
to the results we want, than to 
the cost. And the same way, 
our displays must come up to 
our standard, or we’d regard 
the money wasted. 

“We have no set period for 
changing our windows. It all 
depends upon when a new issue 
or a booklet are offered. In be- 
tween these, we feature educa- 
tional subjects, so as to keep 
our display changing every one 
to three weeks.” 

It is 
how those 


interesting to notice 


window displays 
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which tie up with national and 
civic events, viz., the radio win. 
dow in Indianapolis, Gaylord 
Morse’s baby window, National 
City Bank of Chicago’s “Own 
Your Own Home” display, draw 
best. Also that where a bank's 
other advertising ties up with 
windows, the results are 
stronger. 


This article will be followed in 
an early number of BANKING 
PUBLICITY by another article by 
the same author, on the subject 
“Financial Windows of the East.” 
M. E. Chase, well known as an 
author of financial magazine ar- 
ticles on advertising and new 
business promotion, was formerly 
an account executive with Harvey 
Blodgett Company, and has re- 
cently become associated with the 
Bellamy-Neff Co. advertising 
agency of New York City.—THE 
EDITOR. 








DON'T 
WAIT 
until you 

see tt on the 


front page! 


wt bank 'srecords show that after 
y “fron page’ ” fire, new custo- 
mers always come in to‘ rent safe 
deposit boxes. 

Improved fire protection has in a 
large measure taken fires off the front 
page, but the need of safe deposit is 
just as vital asit was the Gay of Chelsea 
and of Salem. 

Don't wait until some one’s pre- 
cious papers are a trifling spark in a 
front page fire—trust the firemen to 
keep you off the front page and trust 


™FETIRST 


a First National safe deposit box to 
keep your valuables out of the fire- 
loss column entirely. 

‘That safe deposit box is almost as 
near you as 2 fire-alarm box. Noneed 
to go far from home, or more than a 
few steps off your natural route. The 
rentals are as low as $5 and $10 for 
the small boxes—a little more ss the 
dimensions increase. 
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How Banks Are Advertising 





One of the 
largest banks 
in Paris, too 


Aone the forty-six prin- 
cipal banks in the Paris 
clearing house, The Paris 
Office of The Equitable 
has ranked from twelfth to 
fourth in clearings during 
the past eighteen months. 
By using the foreign bank- 
ing services of The Equi- 
table you benefit by the 
prestige and good will it 
enjoys to an unusual degree 
among foreign banks and 
business men. 


TH’ EQUITABLE 
TRUST COMPANY 
OF NEW YORK 


@ WALL STREET 








\ New York bank puts a news- 
aper clipping of Paris bank 
clearings to excellent use in adver- 
tising its foreign banking services. 


HE National Republic Safe 

Deposit Company of: Chi- 
cago publishes a very striking 
folder in two colors entitled 
“Wil It Turn Down Your 
Street?” The cover design 
shows a fire engine swinging 
around a corner. The caption 
inside the front cover reads 
“Will It Stop in Front of Your 
Home or Office,’ and then 
comes the following copy: 


With traffic hurrying and scur- 
rying aside and with the big siren 
shrieking out its ‘“‘clear the way,” 
who has not thrilled at the sight 
of a big red fire engine as it 
goes thundering by? But, what 
would pop into your mind if you 
saw it turn down your street— 
what if it stopped in front of your 
home or office? How many things 
—Vvaluables, valuable papers, keep- 
sakes, etc. would you think of 
that should be in a safe deposit 
box?... Yet this very thing is 
happening dozen times every 
cay and have you any assurance 
that it will net happen to you? 
Look in the newspapers today or 
any day and then ask yourself— 
Yan I afford the risk?” 


The comp:ny then outlines its 
new safe «deposit box plan 
Which it describes as follows: 


For instar 
Office, a hote! 
for a day, 


you can lease an 
om, or apartment 
veek, a month or 


longer. Generally speaking you 
can do the same with a telephone, 
an electric light or gas meter. 
Then why not a safe deposit box? 
The “Republic” says ‘“yes’”—and 
now—for the first time in the his- 
tory of Chicago you can lease an 
average sized individual safe de- 
posit box in one of the newest, 
strongest and most modern and 
best equipped safe deposit vaults 
in America for a day—a week— 
a month or longer—for exactly 1 
cent a day. On an annual basis 
the rental of this safe compart- 
ment is even cheaper—and boxes 
up to the very largest are avail- 
able at proportionate prices. 


=e 


HE travel department of 
the Mellon National Bank of 
Pittsburgh publishes some very 
interesting folders on foreign 
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The Trust Department of the Mibernus Bank & Trust Com 
pany 1s equipped to act in exther or both of these capacities 
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A New Orleans bank makes ef- 
fective use of the specific instance 
style of copy. This advertise- 
ment drew sixty-one inquiries. 


travel. Three recent examples 
of folders published by this 
bank, and attractively illus- 
trated with drawings in colors, 
are “The Call to Travel,” 
“Travel and See the World,” 
and “World Cruise by the Bel- 
genland.” 
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HE Bank of the Manhattan 

Company, New York, pub- 
lishes a folder entitled “Con- 
serve Your Investments.” The 
company points out the neces- 
sity for constant supervision 
and revision of securities, as 
well as a careful analysis, and 
emphasizes the facilities which 
it has to offer for the custodian- 
ship of securities. 


& 


HE Union Trust Company 

of Cleveland recently pub- 
lished a four page folder in 
newspaper form and style. The 
paper was published in the in- 
terest of one of the company’s 
branch offices, to stimulate busi- 
ness at that office. Ten thou- 
sand of these newspapers were 
distributed from house to 
house in two days, in the neigh- 
borhood surrounding the branch 
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An Advertisement that 
624 People Have O. K.’d 


AY you can see in the window of The 
Guardian Bank a copy of this announce 
ment, which bears the signature of every 
Guardian officer and 
We have long advertised that “There is a Spur 
of Helpfulness in The Guardian Bank.” 
By our signatures we all endorse this sdeal— 
and pledge ourselves that in every branch and 
department you will find that Spirit of Help- 
fulness when you come to The Guardian Bank. 


If ac amy tome you have 2 eomey probe 
on wtuch you need help —tunk of The 


GUARDIAN 
TRUST COMPANY 








A Cleveland bank reproduces to 
good effect a copy of an an- 
nouncement bearing the signature 
ot every one of its officers and 
employees, all of whom have 
pledged themselves to support the 
“Spirit of Helpfulness’ which the 
bank has long advertised. 
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AMERICA’S LARGEST SAVINGS BANK 





START—By Making Your Home Secure 
Aimee year to spend won year never made anyone 
That kind of saving is only delayed spending. 
Don’t consider even delayed spending until you have first 
eeping 


provided for the safety of your home—and for ki 
your present standard of living. 


“LIVING INSURANCE” 

can provide this fund very easily in only five years. 
ont postion “How to Make Your Home Secure” tells just 
how to do it. Ask or write us for a copy now—while you 
are thinking about it! 





Interest at the rate of 


We Pay Interest on Monthly 


EVERY HOUR IS A BANKING Hour IF YOU USE THE Mars 


EMIGRANT 


INDUSTRIAL -SAVINGS 


BANK 


| 51 CHAMBERS STREET 43D STREET & LEXINGTON AVE. | 


























A new, novel and unusually good presentation by a New 
York savings bank of an idea that has made its appearance 
before under various guises and in various forms. Layout 
and copy have been very carefully and ably treated. 


office in question. While the effective use of illustrative mat- 
appearance and physical form ter, the editor recommends a 
of the folder are that of the perusal of Bank Notes the ex- 
newspaper, the substance and cellent monthly house organ of 
context are practically all sales the Commonwealth Bank of 
talk for the bank. Australia, Sydney, N. S. W. 
The numbers of Bank Notes 

& never fail to contain a profu- 

As a good example of the sion of excellent illustrations in 
attractiveness that can be the form of reproductions of 
lent to a bank house organ’ well taken snapshots, and in 
through the discriminating and addition to this the editorial 


content is always of a highly 
interesting and readable natur 


& 

HE Central Trust Company 

of Illinois, Chicago, has re- 
cently issued a booklet entitled 
“The Attorney’s Share in Our 
Trust Service.” The booklet 
has a very effective cover de- 
sign, and contains reproduc- 
tions of advertisements which 
appeared in the Chicago Daily 
Law Bulletin, indicating the at- 
titude and policy of the com- 
pany in referring to attorneys 
all legal matters which arise in 
the handling of trust business. 





A Self-made Executive 
Suggested This Plan 


Why 
Don’t 
You 


TT East River Savings Institution offers oan 
simple and — 7 for ups 
baler suggested by LP. Lave Peale of he 
Delaware and Medes Thatioeed 
Our adaptation of Mr. Loree’ 

‘ou a bill for a stated monthly 
rea you when your other bills 
handle it just as your other bills except that you pry 
it to yourself instead of someone else. 
You are not expected to make Fee“ or bind 
yourself in any way. You can draw all or part 
your money just as any savings depositor does 


EAST RIVER 
SAVINGS INSTITUTION 




















The above savings advertisement 
of a New York savings bank pre 
sents the bank’s well conceive 
monthly deposit savings plan in 
very skilful and effective manner. 











BANK ADVERTISING EXCHANGE 
IN connection with BANKING PUBLICITY there is conducted a Bank 


Advertising Exchange, containing a list of names of bank advertisers willing to ex- 
change advertisements, booklets and other publicity matter issued by them. Any 
subscriber who will agree to exchange advertising matter may be added to this list. 
A copy of this list may be had by any subscriber upon application. 
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BROWN BROTHERS & CO. 


Established 1818 


330 Chestnut Street 59 Wall Street 60 State Street 
Philedelphie NEW YORK Boston 








Investment Securities 
Foreign Exchange 
Commercial Credits 
Travelers’ Credits 


a 


A Century of Service 








BROWN, SHIPLEY & COMPANY 


Established 1810 


founders Court, Lothbury Office for Travelers 
London, E. C. 123 Pall Mall, London, S. W. 




















THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
Alvin W. Krech, Chairman of the Board 
Arthur W. Loasby, President 





Condition at the Close of Business, June 30, 1925 


ASSETS 


Cash on Hand and in Banks 
Exchanges for Clearing House 
Due from Foreign Banks 
Bonds and Mortgages . 
Public Securities : 
Short Term Investments 
Other Stocks and Bonds. 
Demand Loans . : 
Time Loans 
Bills Discounted ; 
Customers’ Liability on Acceptances 
(Less Anticipations) . 
Real Estate 
Foreign Offices . 


Accrued Interest Receivable a and 
Other Assets “ 


LIABILITIES 


Capital . 

Surplus and Undivided Profits 
Deposits (Including Foreign Offices) 
Acceptances (Less in Portfolio) 
Notes Payable and Rediscounts . 


Accrued Interest Payable, Reserve for 


Taxes, and Other Liabilities . 


$ 44,817,747.78 
65, 126,494.83 
12,394,565.33 
9,824, 129.62 
18,816,179.13 

7, ,650, 654.53 

16, 937, 922.73 
81, 120, 939.29 
35,523,529.48 
96,124,699.38 


19,624, 129.39 
4,093,475.00 
58,412,085.89 


1,971,916.68 





$472,438,469.06 


$ 23,000,000.00 

11,685,214.97 

407,397 ,540.66 

24,309,149.30 
None 


6,046,564.13 





$472,438,469.06 


Main Office: 37 WALL STREET, New York 


Madison Avenue at 45th Street 


FOREIGN OFFICES 


LONDON: 10 Moorgate, E.C.2 

Bush House, Aldwych,W.C.2 
PARIS: 23 Ruc de la Paix 
MEXICco City: 48 Calle de Capuchinas 


247 Broadway 


DISTRICT REPRESENTATIVES 


PHILADELPHIA: Packard Building 
BALTIMORE: Calvert and Redwood Sts. 
CHICAGO: 105 South La Salle St. 

SAN FRANCISCO: 485 California St. 


























American Banking and World 
Rehabilitation 
By Henry M. Robinson 


The following article was delivered as an 
address before the convention of the National 
Foreign Trade Association at Seattle, Wash., 
June 25, 1925. Mr. Robinson is president of the 
First National Bank of Los Angeles, Calif.— 
THE EDITOR. 


T is extremely difficult to discuss 

this necessity adequately within the 

length to which this article must 
be confined, so I ask the reader’s in- 
dulgence if, in the discussion, many of 
the factors bearing on the subject gen- 
erally may not even be mentioned, and 
many others barely touched upon. 

We will approach the discussion of 
the duty of American bankers in the 
matter of foreign loans, foreign invest- 
ments, and foreign trade, from the 
standpoint of the selfish interest of the 
United States. We will eliminate any 
suggestion of our responsibility from a 
humanitarian or social standpoint. It 
is better not to confuse the two atti- 
tudes; and indeed it appears that proper 
action from an enlightened self-interest 
viewpoint may easily prove of greater 
benefit to the people of the rest of the 
world. Moreover, confining our discus- 
sion to a consideration of our selfish 
interest removes an imponderable issue 
that is difficult to weigh, when we under- 
take to measure economic movements. 

Because our Government properly 
prefers to handle its own questions of 
policy, the approach to our problems 
must be free from all political consid- 
erations and, of necessity must concern 
itself with practical means and practical 
results. 


In all that we are saying, we are not 
considering enterprises relatively more 
venturesome nor more inviting of in- 
trigue than the operations of our fore- 
bears, both in New England and in the 
South, in the early part of the last 
century, 


Should Conditions Be Imposed as to 
Use of Proceeds of Loans to 
Foreign Borrowers? 


The question has been propounded 
whether the bankers of the country 
should impose conditions upon foreign 
borrowers, for the use of the proceeds 
of their investments for the protection 
of our own nationals engaged in pro- 
duction and manufacturing. This has 
been tried in other countries, under 
normal conditions, and has been aban- 
doned. I venture to express the opinion 
that, under normal conditions, this 
would not be a wise course for us, for 
the reason that free movements of credit 
are finally helpful to our people through 
the familiar triangular movement. 

But, where extraordinary conditions, 
such as prevail at present, have set up 
new and artificial credit and financial 
situations, and especially where as im- 
portant a new factor as reparations pay- 
ments has modified the normal situation, 
it behooves the bankers, in the interests 
of the country generally, to take into 
consideration the fact that loans should 
be made with a view of their effect on 
the business life of the country. 

It may be wise, also, to consider what 
steps may be taken by which we may be 
kept informed of and in contact with the 
ramifications and other changing as- 
pects of the international financial sys- 
tem which so vitally concerns us. 


U. S. is Only Nation to Show Advance 
Over 1913 in World Trade 


The figures given by the Department 
of Commerce indicate that the United 
States is the only commercial nation 
which has recovered and made an ad- 
vance in world trade, and its advance 
shows but 19 per cent. over the 19138 
figures. The total world trade is still 
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about 5 per cent. below that of 1913 
in quantity. 

In making this comparison, no al- 
lowances have been made for the nor- 
mal increase that might have been ex- 
pected but for the war. As compared 
with 1913, and without the factor of 
increase, Europe shows a lag of 25 per 
cent. and some individual countries as 
much as 50 per cent. 

The damming back of the normal flow 
of international credits, because of un- 
stable currency in the important com- 
mercial countries of the world, has been 
one of the difficulties in the way of the 
restoration of world trade. 

England and the United States, work- 
ing together, have taken the most im- 
portant forward step, in the restoration 
of the gold standard in England, with 
the practical certainty that such action 
will force the other important commer- 
cial countries to a similar action in the 
comparatively near future. I believe 
that we should all be in accord in the 
thought that the action of our Federal 
Reserve System, in agreeing to work 
with the Bank of England, to the end 
that the English currency should be put 
on a gold basis, is one of the wisest, 
most courageous and far seeing acts 
ever done by a bank of issue. I be- 
lieve that we should all recognize that 
this action not only has been of im- 
measurable benefit in international 
trade, but that, from a selfish stand- 
point, we are relieved of the menace 
of the devaluation of gold, and in ad- 
dition have been helped here at home 
in respect of the danger of inflation. 


United States in Position of 
Commercial Banker 


The United States is in the position of 
the commercial banker, and individual 
concerns and nations, outside of our 
boundaries, look upon us as a nation 
and a people, overloaded with this 
world’s goods, much desired by the 
other nations, with resultant ingenious 
attempts to obtain the use of our credits 
and funds even beyond their real needs 
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—natural, I assume, after a long 
period of hungry waiting. 

The year 1924 with its extraordinary 
movements, in so far as the United 
States is concerned, in foreign trade and 
in foreign investment, raises the definite 
question whether our bankers have prop- 
erly directed their efforts so that in- 
ternational transactions work out to as 
little disadvantage to the producers and 
marketers of the United States as the 
circumstances permit. 

We must all recognize that, to a 
commercial banker, credits constitute 
his stock of merchandise; to an invest- 
ment banker, securities are his mer- 
chandise. Both are resentful of in- 
terference, governmental or private. 
While this is true, it is certainly not 
to be thought that the American banker 
does not fully realize that loans made 
outside the boundaries of this country 
may finally militate against the country, 












































THE FASHION PROMENADE 
OF THE WORLD 


Lee apne: you po to France, there's a 
beach waiting for you—frilled round 
with the great white-crested waves of the 
Channel or the Atlantic, the frisky green 
rollers of the Bay of Biscay, or the wide shin- 
ing blue floor of the Mediterranean where the 
carved peninsulas and the storied islands lie 
greener than fairyland, steeped in sunshine. 

Le Touquet, Deauville, Dinard, Biarritz, 
the Cote d’Azur—and all the chic world of 
three continents spending millions to make 
a spectacle for you. 


To reach the fashionable beaches or the 
lovely Alps or Pyrenees; take the French Linc 
whose de luxe liners make the trip from New 


York to Havre, the port of Paris, in les § 


than six days with special three-hour boat 
trains for Paris waiting at the dock—and 
be in France the moment you go up the gang- 
plank. 

You can go to France this summer for $14, 
in the large French Line one-cabin steamers 
.. . You can live well in France—and tour 
—on six dollars a day. 


drench Line 


19 State Street, New York 


ONS Générale Transatlantique [ e 
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Offices and Agencies in principal Cities 
of Europe and the United States " 
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HE officers who serve correspon- 

dent customers in the _ Irving- 
Columbia Out-of-Town Office are 
specialists in a most practical, useful 
sense. 

Some of them have been bank execu- 
tives in other cities. Some have served 
as field representatives. All are familiar 
with the requirements of banks in differ- 
ent parts of the country—requirements 
with which they are kept in constant 





SPECIALIZED SERVICE 
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Irvinc Banx-CotumsBiA Trust CompaNy 
ACew York (ity 


touch through an Advisory Board, whose 
members are representative of impor- 
tant industries of the Nation. 

Concentrated in the Out-of-Town 
Office, a separate banking unit devoted 
wholly to the business of customers out- 
side of New York City, the service ot 
these specialists is your assurance that 
any correspondent transaction will be 
handled with understanding, accuracy 
and despatch. 




















either because such loans support a 
competitive situation, unduly detrimen- 
tal to us, or because excessive loaning 
may unduly tighten the financial struc- 
ture at home. 

Eighteen months ago no one ques- 
tioned the absolute need for the 
economic restoration of Continental 
Europe, if it could be brought about, 
because it was recognized that commerce 
and trade were so definitely interrelated 
that the great economic organizations on 
the continent of Europe must be re- 
stored and the people be brought back 
to a position of consuming ability, as 
nearly comparable to former conditions 
as possible. It was also recognized that 
the losers in the war should be put in a 
position that would compel them to as- 
sume part of the losses of the war. 


The Present Situation Abroad 


It would be well to make a brief ex- 
position of the present situation. A 
program was set up which contemplates 
the payment by the German people, into 
a German bank, for the credit of the 
allies of annual sums ranging as follows: 


(In millions of gold marks) 


and 2,500,000,000 gold marks each year 
thereafter. This is the standard an- 
nuity, to be continued at the same rate 
unless unusual prosperity obtains in 
Germany, when provision is made for 
an increase based on a prosperity index. 
The year begins Sept. 1 and ends on 
August 31. 

As a part of the stabilization of 
Europe under the reconstruction, it was 
necessary to bring about a stable con- 
dition in Germany. To this end, a very 
considerable loan, aggregating 300,000,- 
000 gold marks, net, was made to the 
Government of Germany; this country 
contributed directly a little over half 
of that amount. In addition, our in- 
vestment bankers and commercial bank- 
ers have made many loans and ad- 
vances to German utilities and indus- 
tries, as well as to political subdivisions. 

The current loans have been in the 
form of purchase of various types of 
bills or direct obligations of concerns 
and in the form of deposits made in 
German banks. The investment bankers 
have made long term loans to private 
concerns, on mortgage and other se- 
curity, and have also made long term 
loans to municipalities. The aggregate 
of current loans and investment loans 
has been very considerable. 
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The Balance Sheet for 1924 


In view of the enormous transactions 
of the last year, and in view of the 
special application of some of the loans, 
the question naturally arises—‘‘Are our 
bankers properly considering the effect 
of such loaning on our own industries 
and commercial life?” It may not be 
amiss to recall the figures of last year. 
The Bureau of Foreign and Domestic 
Commerce gives us the following: 


The reported favorable balance on merchandise exports exceeded 


Deducting net excess in movement of gold and 


Leaves a visible foreign trade credit balance of 


The income received on foreign investments was at least . 


securities to foreigners ..... 


Sales of c 
United States . 


Principal of debts paid 
Net ocean freight 


On the debit side, remittances . 

Tourist expenditures “s 

Net amount foreign bond investments 
issues ‘ Neen meen 

Other foreign investments . 


Debit balance .... 


A restatement of our balance of in- 
ternational payments in 1924 made by 
Bureau of Foreign and Domestic Com- 
merce in its Trade Information Bulletin 
No. 340 reduces this debit balance by 
more than one-half. If the increase in 
foreigners’ bank deposits is taken into 
consideration, the deficit is entirely 
eliminated and the year’s transactions 
remain practically in balance. 

The use by our private banks of our 
credit position and the Federal Reserve 
facilities for the handling of foreign 
bills in the open market, representing 


world business, business that does not 
touch our shores, has been done in very 
large amounts. We have acquired a 
profit in such transactions which will 
undoubtedly run into large figures and 
it is being credited to our account, al- 
though it does not appear in the credit 
items mentioned before. In addition, 
these purchases of foreign bills in the 
open market have helped finance the 
operations in the other countries. 


$980,000,000 
222,000,000 


silver 


758,000,000 

610,000,000 

227,000,000 

23,000,000 

5,000,000 

3,000,000 
$300,000,000 
500,000,000 


894,000,000 
400,000,000 


2,094,000, 000 


000,000 


471, 


Changes in Import and Export Demand 


Foreign trade for the year showed 
the greatest export demand for fin- 
ished goods and import demand for 
raw materials, the reverse of our former 
normal experience. This may be 
definite indication of a trend toward 
the development of this country as 4 
fabricating and financing nation in in- 
ternational commerce. The United 
States is coming to make more invest- 
ments in practically every section of the 
world,with yields fluctuating widely, in- 
dicating some discrimination in risks. 
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Bronx Office 
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Lexington Office 
Lexington Ave. at 57th Street 


New York 


Resources over $19,000,000.00 


Member New York Clearing House 
Member Federal Reserve System 
New York State Depositary 


Complete Foreign Banking Facilities 
Correspondents in All Parts of the World 


The primary interest appears to be in 
rehabilitation in the war torn countries. 
The question has been asked whether, 
in making these advances, we are not 
building up a Frankenstein, in other 
words, creating for our competitors an 
unduly favorable position? 

Questions are being continually 
asked—‘‘How can the foreign manu- 
facturers, especially the German and 
Belgian, export to the United States at 
extraordinarily low prices?” An ex- 
amination of the source of most of the 
commodities dumped into this and other 
countries in the early part of last year, 
at unduly low prices, discloses the facts 
that they were very largely “distress” 
sales, where the producer had either ex- 
hausted his credit or because the rates 
in his particular country were so high, 
preferred to sacrifice the price on his 
commodities. 

To the extent that American loans 
made abroad are sound and not exces- 


sive, and to the extent that the making 
of such loans has reduced interest rates 
and made possible borrowing, heretofore 
impossible, the pressure to sell, irre- 
spective of price, has been relieved and 
to some degree at least, competitive 
pressure has been reduced. 

May we not assume that such loans 
have contributed greatly to bring about 
that result? At the same time, an easier 
financial situation in a distressed coun- 
try soon brings about demands for in- 
creases in wages, and soon their com- 
parative cost level rises, and to that ex- 
tent weakens their comparative com- 
petitive position. 

When we come to a discussion of 
what we, as private individuals and or- 
ganizations, should do to protect our 
position in this country, there are two 
factors that we must consider fully: 
One, the payment of reparations; two, 
the effect of the settlement of inter- 
allied debts. 
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Debts Can Be paid in Only Two Ways 


In order to reach our decisions, we 
must realize that debts can be paid only 
in gold or commodities. We have set 
up the machinery for collecting the 
reparations debt; for the first two or 
three years the collection and applica- 
tion of the reparations payments are not 
likely to affect importantly the foreign 
trade situation for this reason: deliv- 
eries in kind, of coal, phosphates, dye- 
stuffs, and other articles, which Ger- 
many has been delivering since the 
armistice, will be continued in approx- 
imately the amount in value that has 
obtained in the past, and the payment 
for these will absorb the major portion 
of the payments for the first three years. 
The remainder will be applied in part 
to the payment of certain occupying 
army costs. Only the balance will af- 
fect Germany’s exchange position, be- 
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cause it will be withdrawn under the 
Recoveries Act, or in the form of ex- 
change. 

However, the movement under such 
pressure may be advanced, in point of 
time, through the German banks fur- 
nishing the German producer with credit 
in exchange for an assignment from the 
allied country of its participation in the 
reparations that are to be collected in 
later years; this_provided the German 
banks are in a position to carry such a 
loan for such a length of time. To some 
degree this will probably obtain. 

The problem, however, will take on a 
more serious aspect in its effect on com- 
petitive conditions in world trade when 
the amount of reparations collected in 
Germany is deposited in the Reichs- 
bank to the credit of the allies and 
reaches the normal annuity of 2,500,- 
000,000 marks, or about $625,000,000. 
When this amount is collected and 
placed to the credit of the allies, unless 
Germany has made unlooked for expan- 
sions of exports over imports, the 
pressure of the desire to realize on these 
credits will result in many types of in- 
genious schemes for such realization. 


Getting Value of Allies’ Credits out 
of Germany 


There appear to be four outstanding 
general methods for getting out of Ger- 
many the value of the credits the allies 
will have in the bank. These are: 

1. By the further expansion of Ger- 


man exports to the general world 
markets in an ordinary business manner 
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and under normal conditions, thus 
creating a favorable gold exchange 
position. 

2. By special arrangements between 
the allied Governments on the one side, 
acting through the transfer committee, 
and Germany on the other, for deliveries 
in kind and performance of service when 
such can be pursued with proper regard 
to each others’ interest. This may not 
possibly be the major part of the total, 
but it may be an important method. 

3. By working out plans for the de- 
velopment of any projects, especially in 
the newer and rawer countries, which 
have been designated by some as “colo- 
nial projects” and by others as “assisted 
schemes,” such as opening up Belgian 
Congo and Morocco. 

4. By permanent investments inside 
of Germany, ownership of which has 
been transferred to non-allied or former 
neutra! countries for adequate consider- 
ations. available outside of Germany to 
the a'lied Governments originally en- 


titled to the credits. This method 
would be effective during any lag in 
realization of these credits, which re- 
sulted from inability to transfer repara- 
tions payments promptly through any 
of the other suggested methods. 


“Assisted Schemes” Method May Prove 
Most Important 


I believe that, in the final analysis, 
the “assisted schemes” method may 
easily prove to be the most important, 
both in amount and in its effect on the 
producers in other countries. This 
statement is on the assumption that 
reparations stand alone. But, inasmuch 
as we are the creditor of all the allied 
nations, when the inter-allied debts 
reach a general settlement, the whole 
problem will shift. Great Britain, 
France, and Italy have to receive pay- 
ments from Germany. Great Britain 
would have to pay the United States all 
Germany pays her and all she may re- 
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ceive from France and Italy. France 
and Italy having settled the basis for 
payment of their war debts, all three 
will become merely intermediaries be- 
tween Germany and the United States. 
and on the figures it might easily be 
that over half of whatever is paid by 
Germany would be “by-passed,” or 
short circuited, between Germany and 
the United States. The problem, there- 
fore, becomes, over the major portion 
of the field, a German-American one. 

Germany will be a great surplus ex- 
porter of goods, as a result of her 
rehabilitation. In this case, the United 
States will be facing the forced export- 
ing from Germany of goods for some- 
thing more than half of the reparations 
annuities (possibly $350,000,000 a 
year), and the pressure will be either 
directly or indirectly against this coun- 
try. The only way that other countries 
could continue to take German goods 
would be for America to continue to 
make investments and loans to those 
countries. To that extent, we have 
added a factor of additional pressure 
for investment in other countries. 
American bankers, therefore, both 
commercial and investment, will have, 
as I view it, a continuing and probably 
increasing incentive to handle foreign 
loans and investments. The industrial- 
ists, in turn, will be quite as anxious 
that such loans be made, especially if 
done with proper consideration for their 
problems. 


America’s Part in Projects Financed 


Inasmuch as it is likely to prove that 
the most important method of realizing 
on the reparation credits is through the 
medium of “‘assisted schemes,” we 
should begin to consider now what our 
part will be in connection with such 
projects as we shall be called upon, di- 
rectly or indirectly, to finance. 

Let us try to picture the effect of the 
pressure of unemployment (which in 
itself means necessity for colonization) 
in the European countries, and the ef- 
fect ot the pressure to realize on repara- 
tions. if and when the normal world 
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trade of Germany fails to produce an 
export surplus sufficient to pay the 
reparations. 

Prior to the war the development of 
new projects in new countries had 
reached its peak, but stopped almost en- 
tirely at the outbreak of the war. What 
is more natural than that the allied 
Governments, in their desire to realize 
on reparations, should call upon Ger- 
many to produce certain products use- 
able in connection with the development 
of some colonial interest for instance, 
or suitable to some country in which 
one of the allied countries has a friendly 
interest ? 

The Belgians want to develop the 
Belgian Congo; France, Morocco and 
Madagascar; England, Australia and 
many of her other colonies. I have seen 
the outlines of several projects in the 
colonies of allied countries that are 
being worked on at the present time. 
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A Typical Project 


A typical project would be the devel- 
opment by a group of industrialists in 
one of the allied countries of an under- 
taking in one of its colonies where, say 
40 per cent. of the total cost of the 
project could be in the form of products 
to come out of Germany. Of the re- 
maining 60 per cent. of the total cost 
of the project, one half say, might be 
applied to the purchase of products of 
industries in the allied country promot- 
ing the project, and the remaining one 
half applied to the payment of labor in 
construction. 

The whole project would be pledged 
as security for a loan of 60 per cent. of 
its total cost, and if our credit relation 
to the rest of the world is to be main- 
tained, as it promises to be, the loan, 
in its finality, will be carried largely in 
the United States. 

If this type of project is to be con- 
sidered and finally consummated, we 
should in some way sit in from its very 
inception. Most of such projects will 
call for the production in Germany of 
heavy tonnage products, such as rails, 
cars, locomotives, hydro-electric ma- 
chinery and the like. Further, German 
producers, through this, will have their 
operations artificially “hot housed” and 
in the nature of things we may expect 
that, through increased mass production, 
dilution of overhead, and other econo- 
mies, they could reduce their operating 
costs for such products to a point where 
their competition in the general markets 
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of the world with similar American 
products would prove a serious factor. 

It appears that we shall of necessity 
be forced to continue to make invest- 
ments abroad, because of the favorable 
trade balance and income of foreign in- 
vestments, with the addition of the re- 
sults of the reparations payments and 
debt payments and it behooves our in- 
dustrialists, foreign traders and bankers 
to associate themselves together for a 
better understanding of these problems. 

We have at least five different groups 
of those interested in the questions, but 
all viewing the problem from a different 
angle, and too often to the exclusion of 
a proper consideration of the position 
of the other groups. Would it be pre- 
sumptuous for me to suggest that there 
are at least five private organizations, 
representing five different elements of 
our business, that have a definite in- 
terest in the working results of the pay- 
ment of reparations and the payment 
of debts? Of course, our Government 
also should be, and is interested in the 
problem. 


A Suggested Clearing House of 


Information 


Would it be a bad idea to create 4 
board for the co-ordination and compil- 
ing of available information, with two 
members selected from each of the fol- 
lowing: National Foreign Trade Coun- 
cil, American Section of the Interna- 
tonal Chamber of Commerce, United 
States Chamber of Commerce, American 
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Bankers Association, Investment Bank- 
ers Association of America, and two of 
the Cabinet officers, preferably the Sec- 
retary of Commerce and the Secretary 
of the Treasury? Let one from each of 
the organizations and one of the Secre- 
taries be designated as the member of 
the board and the other as alternate, so 
that the alternate could be present if 
the member had to be absent. 

The organizations themselves could 
furnish the data and one of them could 
probably compile the data so furnished. 
The board could then consider the ma- 
terial thus developed. This could be 
done without setting up any particular 
machinery. No attempt at definite 
formulas, or rigid plans should be made, 
but rather, through frank discussions of 
reasonably accurate data, the various or- 
ganizations could at least have their in- 


& 


formation co-ordinated and there would 
be a strong tendency to be governed ac- 
cordingly. 

It appears that we shall be under 
economic compulsion to make foreign 
loans and investments. It appears that 
the making of such loans, in the finality, 
will be of both direct and indirect ad- 
vantage to our nation’s business, if made 
with wisdom. It appears that the prob- 
abilities favor unparalleled develop- 
ments in new countries and this, in the 
finality, will be of extraordinary advan- 
tage generally to the business of this 
country. It appears quite certain that, 
in the earlier stages, it is more than a 
duty for the various business elements 
of the country to operate with due con- 
sideration to the effect of their actions 
on the other elements. 


National Foreign Trade Convention 
Meeting Proves One of Most Interesting and Profitable Yet Held 


Convention held at Seattle, Wash., 
June 24-27, was one of the most suc- 
cessful gatherings that have been held since 
the first meeting in Washington, D. C., in 
1914. Like its predecessor on the Pacific 
Coast at San Francisco in 1920, the conven- 
tion at Seattle had the services of a very 
strong and enthusiastic local committee, led 
by the Seattle Chamber of Commerce which 
first brought the convention to the North- 
west, and which was able to organize the 
gathering as a Pacific Coast enterprise 
and drew an- attendance of’ over 1600, 
including 1440 registered delegates from 
thirty-six states, and something over seventy 
representatives of foreign countries border- 
ing on the Pacific. The program included 
speeches of exceptional interest, both in 
the general and special sessions, and one of 
the pleasant features of the convention was 
the way in which the Chinese and Japanese 
sessions in particular attracted the bulk of 
the delegates on each of the succeeding days 
of their group sessions. 
This was the first experience of the con- 


Teen Twelfth National Foreign Trade 


vention in geographic group sessions pri- 
marily emphasizing the importance of the 
countries considered as markets for Ameri- 
can goods, and all the sessions, including 
those on Mexico, Canada, India, the Philip- 
pines, and the Dutch East Indies and Straits 
Settlements, were well attended and well 
staffed by competent speakers. 


High Lights of the Convention 


The high lights of the convention were 
James A. Farrell’s address on “The Foreign 
Trade Outlook,” which drew a telegram of 
congratulation and encouragement from 
President Coolidge; Admiral Leigh C. 
Palmer’s address on “The Government 
Fleet,” and the speech of Dr. H. Parker 
Willis, editor of the New York Journal of 
Commerce and Professor of Banking at 
Columbia University, at the luncheon of the 
American Manufacturers Export Association 
held in connection with the convention ses- 
sions, on “Foreign Loans and Foreign 
Trade.” 

The Department of State and the Depart- 
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ment of Commerce sent the largest dele- 
gations that have attended any foreign trade 
convention, including the principal represen- 
tatives of the Department of Commerce in 
the countries of the Near East, and from the 
district offices of the Bureau of Foreign and 
Domestic Commerce west of Chicago, and 
fully one-half of the bureau chiefs of the 
Washington staff. They were of inestimable 
service in adding Government co-operation 
to the program, and J. Butler Wright, As- 
sistant Secretary of State, added a still 
further distinguished contribution to the 
convention in his speech on “The Depart- 
ment of State and American Enterprise 
Abroad.” 

One of the best accounts of American 
banking and responsibilities in Europe deliv- 
ered since the recent settlement in Germany, 
was made by Henry M. Robinson, president 
of the First National Bank of Los Angeles, 
who made a highly interesting address on 
“American Banking and World Rehabilita- 
tion,” which is reproduced elsewhere in this 
issue, while probably the most widely pub- 
lished speech of the convention and one of 
very high merit was delivered by Senator 
Hiram Bingham of Connecticut on “Com- 
mercial Aviation.” 

No brief summary can be made of the 
manifold activities of the convention and 
none need be made to the more than ten 
thousand American business men who have 
attended these conventions in the past. The 
newspapers of the Pacific Coast and the 
Northwest displayed the greatest interest in 
the subject matter of the convention, and 
the press of Seattle devoted practically their 
entire editions to its discussion, emphasiz- 
ing the convention slogan “Greater Pros- 
perity Through Greater Foreign Trade” in 
a manner which will not soon be forgotten 
throughout the Pacific Northwest. 
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Report of the General Committee 


The report of the general committee of 
the convention, submitted by James A. 
Farrell, chairman, and summarizing the con- 
clusions of the delegates on the outstanding 
issues dealt with in the proceedings and 
adopted on the last day of the convention, 
reads as follows: 

“The international commerce of the 
United States has grown from 48,000,000 
to 93,000,000 tons in the last dec- 
ade. That development furnishes a graphic 
picture of the progress made by the Ameri- 
can people during these ten years in all that 
pertains to the conduct and expansion of 
their foreign trade. It demonstrates the 
constantly widening acceptance of the 
fundamental relationship between 
tained foreign trade and domestic prosperi- 
ty; this steady improvement in procedure 
and technique, and the solid expansion of 
American facilities for overseas trade. 


main- 


“Economic conditions are fundamentally 
sound in the United States and are improv- 
ing in other parts of the world, especially 
in Europe. Production is increasing, in dif- 
ferent degrees in different countries, but on 
the whole in a way that necessarily carries 
with it increase in consumption. The gen- 
eral trend is upward. 

“This progress and this situation supply 
incentive for further energy and effort. It 
is important, to stimulate the development 
of American facilities for foreign trade, 
especially in the factors of transportation, 
communication and finance. 

“The Twelfth National Foreign 
Convention meeting in Seattle on the Pacific 
Coast reaffirms the definite conclusions 
reached by the Eleventh National Foreign 
Trade Convention held in Boston on the At 
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lantic Coast on the subject of American 
facilities for ocean transportation, substan- 
tially as follows: 


The Need of ax American Merchant Marine 


“The development and maintenance of a 
merchant marine under the American flag, 
privately owned and operated, is essential to 
both our commerce and our national defense. 
The chief agency for the accomplishment of 
this purpose is the support of American 
ships by American importers and exporters. 

“The practice of the United States Ship- 
ping Board, and the uneconomic competition 
of the government owned fleet, make it 
impossible for private capital to purchase 
steamers and compete with government 
owned tonnage in foreign trade. Govern- 
ment owned ships should be under single 
control rather than under divided authority. 
Until existing lines of passenger and mail 
steamers, and also freight steamers operat- 
ing on so-called essential trade routes, can 
be sold to private operators, under contracts 
permitting of their successful operation and 
development free from government compe- 
tition, government operators on commission 


should share in the loss or profit of the 
operations on a basis which would entail 
responsibility for results comparable to that 
of private owners whose investment is jeop- 
ardized under present conditions. 

“Not only has there been, in recent years, 
a gratifying increase in the value and vol- 
ume of our foreign trade; there has been 
also a corresponding increase in the number 
of foreign traders in the United States. 
It is of prime importance to them, and to 
the international commerce of the nation 
generally, that adequate facilities for financ- 
ing their overseas transactions should be 
furnished for all markets by American finan- 
cial institutions. An encouraging improve- 
ment in this direction has been accomplished. 
There is need for still further advance, and 
closer co-operation between bankers and 
traders. 


Investment Bankers’ Opportunity for 
Service 


“In the flotation in-this market of foreign 
loans, either to governmental or private bor- 
rowers, our investment bankers have op- 
portunity to be of substantial service to 
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American foreign trade. The present situa- 
tion calls for the exercise of constant care 
and prudence, lest American capital be de- 
voted to uses detrimental rather than help- 
ful to American enterprise. Foreign loans 
should be arranged with due regard to pro- 
moting industry in this country and furnish- 
ing occupation for our people. It is of the 
utmost importance that our investment 
bankers, when negotiating foreign loans, 
should always have regard to the further- 
ance of American trade and they should, as 
far as practicable, provide for the expendi- 
ture of the proceeds in this country. In 
such cordial and close co-operation with 
American industry lies the greatest possi- 
bility for lasting service to all our people. 
“Communication is no less essential to 
the maintenance and expansion of foreign 
trade than finance. Prompt and efficient 
service, by cable and wireless, through 
American systems, is requisite to the full 
measure of success of our foreign trade. 
Such communication also renders a world, 
as well as a national service, through prompt 


and full transmission of news dispatches, 
promoting international understanding and 
aiding to prevent misinformation. It is of 
particular importance to the maintenance of 
friendly relations with other nations that 
American systems of communication should 
be maintained with full and prompt service. 
The position taken by our Government on 
this question is distinctly encouraging, and 
merits the support of our people. 


Business Suffering from Excessive Taxation 


“International as well as domestic busi- 
ness is suffering from excessive taxation. 
Unscientific and unsound taxation, such as 
that enforced by present law, imposes a 
heavy burden upon all our people, far more, 


- proportionately, through increased cost of 


living, upon those whose incomes do not 
reach directly taxable figures, than upon 
those of large incomes. No person who 
lives in the United States escapes this bur- 
den. Effective and sound tax revision down- 
ward at the forthcoming session of Congress 
is necessary if enterprise is to be encouraged 
and business to expand. 

“Tax revision should include relief of 
American citizens resident abroad from tax 
upon income derived from the conduct of 
business in the country of residence. The 
United States is the only great trading na- 
tion which maintains this unjustifiable policy 
of taxation. This tax lays an indefensible 
handicap upon our foreign trade, and need- 
lessly increases. the difficulty of inducing 
competent Americans to take up residence 
abroad to represent American concerns en- 
gaged in international commerce. 

“Despite the great value of the American 
market to other countries, and the equal 
treatment, free from discrimination which 
they enjoy here, discriminations are multi- 
plied in certain markets against American 
products. The entry enjoyed here by other 
countries should be so regulated as to deal 
effectively and permanently with this in- 
justice. 

“The Cuban market, developed through 
American investment and the reciprocal 
agreement of twenty-two years ago, is now 
menaced through changed conditions of for- 
eign competition. This situation calls for 
prompt action by Congress toward further 
reciprocal legislation. For example, one 
form of relief should be the repeal of the 
antiquated law regarding the importation 
of tobacco products which prevents the ne- 
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gotiation with Cuba of a permanent parcels 
post convention. Cuba has a parcels post 
trade with Europe of more than thirty 
million dollars a year. American manufac- 
turers are effectively barred from that mar- 
ket through the operation of this statute. 


Britain’s Return to Gold 
“Normal development of international 
commerce depends upon normal flow of 
credit, which is hampered while currencies 
remain unstable. The most definite step 
taken toward stabilization of exchange has 
been the restoration of the gold standard in 
Great Britain, facilitated by American co- 
operation. This tends to encourage the 
stabilization of other currencies and the con- 
structive action is commendable. 

“Superfluous laws and complicated regu- 
lations repress foreign trade as well as do- 
mestic business. The administration of the 
customs draw-back law, for instance, re- 
mains complicated and dilatory, a hindrance 
rather than a help to the re-export trade, 
one of the most valuable forms of com- 
merce. 

“No substantial progress has been made 


toward the creation of foreign trade zones 
despite the manifest advantages of Ameri- 
can ports for this class of business, and 
despite the insistent demand of American 
business for such facilities. 

“Although the United States is the larg- 
est buying and selling market in the world, 
it imposes restrictions upon the entry of 
foreign business men, whose visits here 
would be highly advantageous but who are 
discouraged by the red tape surrounding 
entry under present conditions, with the re- 
sult that large numbers of buyers who would 
otherwise come here, divert their purchases 
to other countries. 

“Americans traveling abroad are still 
charged excessive passport fees by their own 
Government, and must meet high visa fees 
imposed by foreign governments in retalia- 
tion. These fees constitute an unnecessary 
nuisance tax upon American business men 
already subjected to excessive Federal, 
state and local taxation. 

“The assurance of the State Department 
of its settled policy of support of legitimate 
American enterprise abroad is gratifying. 
That declaration encourages the hope that 
effective steps may soon be taken to obtain 
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from of the hindrances to 


which attention has been called. 


release some 


Advantages of Commercial Aviation 


“The Sixth National Foreign Trade Con- 
vention held in Chicago in 1919, stressed the 
advantages of commercial aviation. Since 
then, many other nations have made sub- 
stantial progress in that line. The United 
States, which has developed a most efficient 
air-mail service, is still regrettably baek- 
ward in commercial use of the airplane and 
the dirigible. his agency of improved com- 
munication is worthy of greatly extended 
employment. It should be organized under 
responsible supervision and control through 
the creation of civil aeronautics under the 
Department of Commerce. 


“Believing that the development and adop- 
tion of internationally accepted standards is 
essential in all branches of foreign trade, we 
commend the efforts of the Department of 
Commerce to this end and that the 
work be continued until uniform specifica- 
tions on all basic commodities and the prod- 
ucts thereof have been determined that will 
thereafter govern the inspection and certi- 
fication of exports between the seller and 
the buyer. 

“There are many reasons for confidence 
in the future of American foreign trade. 
World production is increasing, which means 
more buying power and more trade. In- 
ternational trade grows as the world grows, 
reasonably count upon our 
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Review of Countries 


Great Britain 


N the subject of Great Britain’s Na- 

tional debt, the current number of the 
Monthly Review of Barclay’s Bank, Limited, 
says in part: 


One of the principal advantages secured 
by this country as a result of the financial 
policy followed since the war, is the reduc- 
tion in the amount and—scarcely less im- 
portant—the improvement in the composi- 
tion of the National debt. The burden 
represented by this debt is so heavy, 
especially when compared with that borne 
by other European countries, several of 
which have, as a result of inflation, sub- 
stantially reduced the real weight of their 
debts, that it is most essential that every 


step consistent with sound finance should be 
taken to afford relief. 

Before the war, the total dead weight 
debt of this country was about £650,000,000, 
whereas at the close of the past financial 
vear it was £7,646,000,000, and while in 
1913 it represented about 30 per cent. of the 
annual national income, the ratio is now es- 
timated at slightly over 200 per cent. The 
National debt per head in terms of gold is 
now greater-than that of any other country 
and the large increase has occurred in spite 
of the fact that while the war was in prog- 
ress, the United Kingdom raised a very large 
proportion of its expenditure by taxation. 

As practically the whole of the money 
borrowed was spent on munitions and other 
commodities required for the conduct of the 
war, the debt is not represented by any 
tangible assets and therefore is non-produc- 
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In- tive. In effect, holders of War Loan and _ addition to this reduction, the National 
yws, other war issues, lent to the Government the debt commissioners hold about £48,500,000 
our real assets necessary for the equipment of of Funding Loan and Victory Bonds tend- 
the armies, and the problem of repaying the ered for death duties, and as the cash value 
debt is, in broad outline, the problem of sub- of these securities has been paid into the rev- 
stituting fresh assets in place of those enue out of the sinking fund, the debt should 
already consumed. be further reduced by that amount, making 
It is to be hoped that the commission now _q total reduction of about £400,000,000. 
studying the question of the National debt This total would have been much greater, 
will be able to offer some useful proposals, but for the issue of conversion loans at a 
but it is clear that there can be no quick discount, for although these new issues car- 
solution, for repayment can only be ac- ried lower rates of interest, they increased 
complished by an excess of Government the nominal amount of the debt during this 
income over expenditure, and this excess is, period by £385,000,000, the actual cash ap- 
in turn, dependent upon the state of trade plied to the repayment of debt between 
and upon the surplus of national production. | December 31, 1919, and March 31, 1925, 
It is true that the real burden can be being approximately £736,000,000. Our war 
lightened by increasing the national income, debts to Holland, ‘Spain, Sweden, Norway, 
but in view of the existing heavy demands Switzerland, Argentine, Uruguay, Japan and 
upon the taxpayer, the possibilities of debt Canada, have all been repaid and the only 
redemption are distinctly circumscribed. eal external debt is that owing to the 
Nevertheless, in spite of the severe industrial United States, amounting to over £900,- 
depression and other difficulties with which — 000,000. 
the country has been faced in recent years, British Trade Returns 
the progress made since the end of 1919, 
when the National debt reached its highest The current number of the monthly 
point, is certainly remarkable. Westminster Bank Review says, regarding 
According to a statement made during trade returns of Great Britain for the first 
May in the House of Commons, the total quarter of 1925: 
nominal amount of the dead weight debt on 
March 31, 1925, was £7,646,394,000 or £351,- Imports for the first four months of 1925 
606,000 less than on December 31, 1919. In were valued at £462,274,246, and exports of 
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British produce at £269,561,496. After 
making allowance for re-exports—valued at 
£52,349,904—the adverse trade balance for 
the period under review was £140,362,846. 
Imports for April totaled £110,358,208, or 
rather more than 28 per cent. above the cor- 
responding 1924 figure; exports of British 
goods amounted to £60,877,328, or 3 per 
cent. less than those for April of last year. 

There is a general impression that the 
April returns were discouraging. Com- 


pared with the previous month, total exports 
fell from £70,000,000 to £61,000,000, coal 
and iron shipments were lower, while there 
was a decrease of 83,000,000 square yards in 
the cotton piece-goods section of the re- 


turns. These, and similar declines in respect 
of other commodities, were sufficient to pro- 
voke a spirit of pessimism, the more so as 
other financial and commercial indicators 
suggested that a set-back in business was 
taking place. 

In April, however, the occurrence of 
Easter exercised a serious influence upon the 
returns; for, while March contained twenty- 
six working days, April only comprised 
twenty-four, and the difference of two days 
was sufficient to invalidate any direct com- 
parison between the two months. 

Exports of British goods, for example, 
averaged £2,500,000 per working day in 
April, as against £2,700,000 in the preceding 
month, a decline of only 7 per cent. instead 
of one of 13 per cent. which is obtained, if 
the totals for each month are considered. 
The average daily shipments of coal were 
actually 182,000 tons for April, as against 
169,000 tons for March, while the corre- 
sponding iron and steel figures were 12,400 
tons and 12,000 tons respectively; in each 
case a contraction in the “total” figures is 
changed into an expansion for the “daily” 
figures. Textiles, it is true, continue to show 
a decrease, even after making the above cor- 
rection, but in general, once allowance has 
been made for Easter, the April returns do 
not show up badly by the side of those for 
March. 

The result of eliminating the distortion 
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caused by Easter is to reveal the returns in 
a more encouraging light. The April figures 
remain a little below the March level, but 
the contraction is neither great nor wide- 
spread, and in the case of coal and iron, 
slight increases have been registered. Hence, 
while there is still ample room for improve- 
ment in foreign trade, there is no need to 
take a too despondent view of the present 
situation. 


Reaction Upon the Exchange Markets of 
the Return to Gold 


Commenting on the probable reaction upon 
the exchange markets of Great Britain’s re- 
turn to gold, the current number of Lloyds 
Bank Monthly says: 


Time must necessarily elapse before the 
full extent of the reaction upon the exchange 
markets of Great Britain’s return to gold 
can be appreciated; but it would appear 
that the ,~ssimism of some economic writers, 
both at home and abroad, is hardly justified 
by the facts. 

It is, of course, certain that the return to 
the gold standard (followed by so many 
countries) cannot but close what may be 
called the post-war period of arbitrage his- 
tory; and exchange dealing must take hence- 
forward a somewhat different orientation. 
But those who argue that the exchange 
markets must disappear because speculative 
dealing has become unprofitable do not ap- 
pear to give sufficient weight to the legiti- 
mate requirements of foreign trade, which 
form the foundations of the foreign ex- 
change market. 

The permanent volume of international 
commerce, enlarged and alimented by the 
contacts established during and since the 
war, must tend toward expansion: and while 
forward contracts will not be so indispen- 
sable to the trader, and profits will be 
finer, the re-establishment of confidence 
should lead to more healthy conditions than 
those which have prevailed since the war. 
But although business will be upon a more 
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satisfactory basis, it seems probable that it 
will tend to gravitate more and more to- 
ward the great banks, who alone have the 
world-wide organization capable of dealing 
with its demands; and toward the old estab- 
lished brokerage firms who have done so 
much to maintain a broad currency market. 

For the present the exchanges may be 
said to have split into two separate groups: 
those upon a gold basis, and those still un- 
stabilized. The general opinion is that the 
pressure of circumstances will force the 
latter group to take steps to regulate their 
position, as it is considered that no country 
will be able to afford the luxury of a 
fluctuating exchange when the United States, 
Holland, Germany, Switzerland, and the 
British Empire are working under normal 
currency conditions. 


Germany 


ICE-president Kaufmann of the German 

Reichsbank when asked recently by a 
correspondent of the New York Wall Street 
Journal for an explanation of the renewal 
of activity of the Golddiskontbank in fa- 
cilitating German exports, expressed him- 
self as follows: 


The Golddiskontbank never made any use 
of its note-issuing privilege, because the 
Reichsmark appeared sooner than was ex- 
pected, and proved to be entirely stable. 
Credits were granted and by October, 1924, 
amounted to about £14,000,000, but in the 
last six months these have been reduced 
gradually to about £3,200,000. The Reichs- 
bank recently repaid the Bank of England 
the £5,000,000 advanced for the foundation 
of the Golddiskontbank, so that the Reichs- 
bank now owns all the share capital. The 
actual capital paid up by the Reichsbank 
is only £6,600,000. To all intents and pur- 
poses, the Golddiskontbank is a special de- 
partment of the Reichsbank, and is quar- 
tered in the Reichsbank. 


The reason why the Golddiskontbank is 
now to take over the special function of 
financing Germany’s export trade is that the 
Reichsbank does not discount in foreign cur- 
rency, but only in reichsmarks. Moreover, 
the Reichsbank, on principle, does not, as a 
rule, grant credits for longer periods than 
three months. The Golddiskontbank will 
assume the function of placing exporters in 
possession of sterling currency, and will 
grant credits up to six or even nine months. 
Necessarily such discounting will only be 
done for exporters who own sterling and can 
meet their bills at maturity in sterling. 


Assisting Exporters 


The importance of the function of an 
export-assisting bank is seen from the fact 
that, to discharge the obligations of the 
Dawes Plan, Germany must have an export 
far in excess of her import. Her pre-war 
annual export was about 10,000,000,000 gold 
marks. Her export last year was only 6,- 
500,000,000. As prices are now about 35 per 
cent. higher than in 1913, Germany’s ex- 
ports today are quantitatively only about 
40 per cent. in volume of what they were in 
1913. The balance of trade for many months 
past has been so passive that grave anxieties 
have been felt. During the first three months 
of 1925, for instance, Germany’s imports 
amounted to 1,300,000,000 marks more than 
the exports. This was partly due to the 
fact that all nations which signed the Treaty 
of Versailles rushed as much as possible 
into Germany before January 10 to take 
advantage before expiration of the privileges 
of the low import duties. Partly, the heavy 
deficit is explained by the large credits 
Germany got at the end of last, and begin- 
ning of this year. Despite this, however, 
export has to make great headway: before 
Germany is even paying her way, let alone 
making Dawes payments out of income. 

One might think that the capital of the 
Golddiskontbank would be insufficient to 
cope with the huge task it has undertaken, 
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unless one realizes what an asset the Gold- 
diskontbank has in its close connection with 
the Reichsbank. Through this means, redis- 
counting in foreign countries will be com- 
paratively easy. Up till now the Reichsbank 
has been able to manage all the rediscount- 
ing, because it holds such large reserves of 
foreign currencies, but the possibility of 
rediscounting abroad is always open. 


Other Facilities 


Two chief advantages besides those 
already mentioned are offered by the Gold- 
diskontbank. One is that the rate of dis- 
counting will be lower than elsewhere; in 
fact, 7 per cent., against 9 per cent. at the 
Reichsbank. The other is that it can put the 
customer in funds for six or even nine 
months, where otherwise even three months 
credits are hard to get; nine months, how- 
ever, is to be the outside limit. This will 
enable the German exporter to grant his 
customers abroad as long credit terms as his 
foreign competitors give. 

The Golddiskontbank can itself rediscount 
privately at from 43g per cent. to 414 per 
cent. in London or 5-514 per cent. with the 
Bank of England or even at from 314 to 
3, per cent. in New York. Naturally all 
the usual conditions imposed in the grant- 
ing of credit or in discounting by the 
Reichsbank apply to the customers of the 
Golddiskontbank. As before, bills discount- 
ed will, as a rule, bear a bank endorsement. 
The bank cartel has simultaneously reduced 
its commission from 3 per cent. to 2 per 
cent. per year on business mediated by the 
trade banks with the Golddiskontbank, so 
that the cost of credit obtained in this way 
is now not so far removed from what it was 
in pre-war times. 


France 


REMIER Caillaux’s bill to increase the 
limit of advances by the Bank of 
France by 6,000,000,000 francs and to con- 
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solidate the floating debt by the creation of 
a new gold basis loan, which passed the 
French Senate on June 27 by 273 votes to 
11, is commented on in a cable to the New 
York Times under date of June 28, as 
follows: 


The plans of Finance Minister Caillaux 
for the reconstruction of the financial system 
of France have been well received. The 
proof of this is to be found in the fact that 
without any intervention whatever the 
france is quoted in Paris much higher than 
in New York. 

It.can be affirmed, too, that the Morgan 
credit which has been extended to France 
to stabilize the franc is absolutely intact. It 
is the Government’s decision to use it only 
to prevent speculative attacks against the 
exchange. Financial circles do not consider 
the increase in the circulation harmful in- 
flation, because the bank notes issued will 
not be used to cover budget expenses, but 
will only redeem non-renewable bonds. 

It was necessary either to issue these bank 
notes or for the State to fail to meet its 
obligations. Hesitation was impossible. The 
increase by 6,000,000,000 francs in the limit 
of the advances by the Bank of France to 
the State and in the circulation is considered 
here as proof that the State and the bank 
decided to see the State’s financial engage- 
ments met, thereby reassuring susceptible 
bondholders, who demanded redemption only 
because they feared the Treasury would not 
be able to pay unless its resources were in- 
creased. 

The principle loan bearing interest is 
payable in paper francs, but at parity of 
gold. This -feature of the plan has en- 
countered some criticism, but by issuing the 
loan, which will be subscribed solely by 
holders of the Defense bonds, the Finance 
Minister intends to consolidate a large por- 
tion of these bonds, thus removing the dan- 
ger which very short-dated debt always 
presents. The new securities will be 
exempt from all taxes, including the income 
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tax, and, in addition, subscribers are given 
a guarantee against the ulterior depreciation 
of the franc. 

The plan, when thoroughly understood, is 
expected to be a great success. It is point- 
ed out in many quarters that by this opera- 
tion the Government shows itself to be de- 
termined to undertake the stabilization of 
the franc. Exceptional authority was given 
to the Finance Minister to discover a means 
for national economy and this also has made 
a good impression on the country. It is felt 
that the plan is entirely satisfactory to the 
Government, which has found a majority in 
the Chamber to support it. This, of course, 
did not include the Socialists. 


Frane Fixed at 5.12 Cents Under Terins of 
New Loan 


The Caillaux consolidation loan, the terms 
of which have met with the approval of the 
French Cabinet and which fixes the franc 
at 5.12 cents, is commented on in a cable 
to the New York Times, dated July 4, as 


follows: 


The measure provides for conversion of 
the floating debt in the form of National 
Defense bonds into a 4 per cent. perpetual 
loan issued at par. Subscriptions will be 
opened on July 20, and will remain open 
until September 5. 

Interest on the new loan will be guaran- 
teed against depreciation by the fixation of 
the exchange rate of the franc at 95 to the 
pound sterling. The interest will be fixed 
by Ministerial decision fifteen days before 
half-yearly payment date on the basis that 
if during the previous six months the franc 
has not fallen below 95 to the pound the 
bondholder will receive as his half-yearly in- 
terest two frances per cent. of his investment. 
If the pound exceeds 95 francs on the aver- 
age over six months, the half-yearly interest 
will be equivalent to two-ninety-fifths of a 
pound for each 100-franc bond. 

The figure of 95 to the pound as the value 
of the franc makes the dollar worth about 
19.55 franes, or one france worth 5.12 cents. 
Interest attaches to this figure because it 
is believed to be the figure at which the 
Finance Minister hopes to stabilize the franc. 
Although somewhat above the figure of 25 
centimes gold supposed to be the base at 
Which Caillaux is aiming, it is not far from 
it. With the france today at between 102 
and 103 to the pound, apparently the French 
Goverment believes the good effects of the 
new Joan will enable the franc to return to 
9% to the pound. 

While there is nothing in the project to 
prevent the france from going higher, opinion 
prevails in Paris that in naming the figure 
% as the point which would determine in- 
terest payments of the new loan, he sought 
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to notify the country indirectly of the prob- 
able future value of the paper franc. Po- 
litically something is to be said for the in- 
direct notification instead of direct, for there 
exist 2,000,000 holders of French government 
securities, most of whom still nurse the hope 
that one day their franc securities will be 
worth gold francs. M. Caillaux’s project 
serves to break the news gently that one 
may consider francs for some time to be 
worth no more than 95 to the pound or 19.55 
to the dollar. 

Prevailing opinion in Paris seems to be 
that the figure is well chosen, although a 
figure of 100 to the pound was expected. 
If the Government can do without further 
printing of paper money, it appears likely, 
so far as present indications go, that M. 
Caillaux can stabilize the franc at the figure 
set in his new loan plan. 

M. Caillaux appears to have assured the 
success of his loan. During one week 
the purchase of National Defense bonds, 
which alone can be employed for the pur- 
chase of the new loan, increased to such 
an extent the Treasury was relieved of 
all anxiety about repayment of immediate 
maturities. The French public, which cannot 
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easily purchase foreign currency or bonds 
except in limited numbers, has seized the op- 
portunity to avoid being caught by a fur- 
ther fall in the franc. This new “rente” 
has also the advantage that it will benefit 
from income tax exemption, which M. Poin- 
caré accorded Defense bonds in March, 
1924, when he sought to increase public sub- 
scription during the first fight for saving the 
franc. This and stabilization of the interest 
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return will tend to keep the price of the 
new rentes high and provision is made in 
the decree that “ they cannot be repurchased 
except on the basis of fifty times the amount 
of the last half-yearly interest.” 

Apparently M. Caillaux expects to make 
a substantial profit by the conversion and 
to create a sinking fund for repurchase of 
the new rents by the Treasury out of the 
difference between the Defense bond interest 
and the service resulting from their conver- 
sion. Thus in the second article of his decree 
he states “The Treasury will repurchase 
new bonds on the Bourse to the amount of 
the difference between the annual charges of 
administration of the amount of National 
Defense bonds which are exchanged and in- 
terest service of the new rentes.” 


Bank Sees Causes for Confidence in 
France’s Future 


A recent bulletin of the Banque Na- 
tionale Francaise Du Commerce Exterieur 
is devoted to a review of the economic and 
financial situation of France in 1924. In 
concluding this summary the bank states: 


During the last few years, the productive 
forces of France—her work and her savings 
—have affirmed a vitality which constitutes 
the safest guarantee for the future of our 
country. Certainly, an unreserved optimism 
would not be justified under present cir- 
cumstances. France is struggling with re- 
doubtable difficulties. One is permitted in 
having the reasonable conviction that they 
will be surmounted. “The effort in straight- 
ening France-out,” recently wrote a large 
Swiss establishment in its circular, “should 
inspire the greatest confidence in her power 
of final resurrection; her resources are im- 
mense. Does she not possess, for example, 
a colonial empire whose rational exploitation 
would be an inexhaustible source of wealth? 
France is rising again financially and eco- 
nomically with a rapidity that is prodigious; 
it is impossible not to be moved thereby, for 
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the figures are eloquent on this point.” This 
appreciation of the French effort, this af- 
firmation of confidence in her future are 
precious. There could not be a better con- 
clusion to this short study. 


Italy 


N June 18 the official discount rate in 

Italy was raised from 61% per cent. to 
7 per cent., and interest on Treasury bonds 
which will expire in from nine to twelve 
months was increased from 5 to 6 per cent. 
Interest on Treasury bonds expiring in from 
six to eight months was increased from 4%, 
to 53, per cent., and on those expiring in 
from three to five months from 4%, to 5%4 
per cent. 


The Fall of the Lira 


The Rome Tribuna attributes the fall of 
Italian lira to the “psychological repercus- 
sion produced by the initiative of the Ameri- 
can Government for the settlement of the 
war debts.” The T'ribuna says that: 


Italy cannot accept any settlement which 
might imply the possibility of the financial 
position of Italy becoming worse, as the 
Government and country must, instead, de- 
velop action aiming at amelioration of con- 
ditions. The Minister of Finance and the 
director of the Bank of Italy have examined 
the situation of Italian currency in relation 
to factors which may have influenced, or 
can influence, its quotation on foreign stock 
exchanges, and the discussion, which was ex- 
tended to representatives of other great 
banks, was absolutely satisfactory, there 
being no reason for anxiety. 


Italian Bankers Back Government’s 
Financial Policy 


The General Assembly of the Italian 
Banking Association of Rome, at its recent 
convention, adopted resolutions expressing 
complete faith in the financial and monetary 
policy which has been adopted by the 
country. 

The resolutions were as follows: 


Budgetary equilibrium has been attained, 
and not only has the system of meeting ex- 
penditure by paper money issues or con- 
tracting debts ceased for a long time, but 
concrete action is being developed with op- 
portune prudence for the qualitative im- 
provement of the circulation and the reduc- 
tion of the public debt: 

That the Government’s policy is inspired 
by sound financial and economic principles, 
looking to the reconstruction of the property 
destroyed by the war through the fostering 
of savings and abstention from impeding 
the free development of energy by avoiding 
untimely state intervention, which is only 
fictitiously protective; 

That the general conditions of the national 
economy are satisfactory, according to em- 
ployment, traffic and savings’ indices; 

That, nothwithstanding the extraordinary 
exigencies of the year arising from defective 
crops and other fortuitous causes, the de- 
velopment of production and other resources 
permit, nevertheless, of the equilibrium of 
the trade balance being maintained.” 


The resolutions reaffirm the fundamental 
soundness of the country’s financial and eco- 
nomic position, but regret that an imper- 
fect knowledge of the conditions, the fact of 
the interference of elements not of a finan- 
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cial or economic order, and the unwarranted 
reflection of exchange fluctuations should 
lead people abroad to an inaccurate esti- 
mate of Italy’s peculiar situation, which is 
absolutely such as to deserve the most tran- 
quil confidence. 

Increase 


Italian Imports Show 


Imports for the first four months of 1925 
aggregated 9,088,000,000 lire in valuation. 
Exports aggregated 5,346,000,000 lire. These 
figures compare with imports of 5,181,000,- 
000 and exports of 4,352,000,000 for the 
same period of 1924. 

The chief increases in imports were live- 
stock and foodstuffs, which increased 1,176,- 
000,000 to 3,008,000,000 lire. Mineral in- 
creased from 392,000,000 to 678,000,000 lire 
during the first four months of the year as 
compared with the same period of 1924. 

The trade balance shows a surplus with 
Austria, Switzerland Germany but a 
deficit with Czechoslovakia, England, Yugo- 
slavia and the United States. With France 
and the Argentine the balance shows a sur- 
plus for 1924 was turned into a deficit for 
1925. With the United States exports were 
400,000,000 than 2,000,- 
000,000. The difference was entirely made 
up of shipments of cereals and cotton to 
Italy. 


and 


and imports more 


South America 


ACTORS indicating “a steady natural 

development of economic interest be- 
tween the United States and the West Coast 
region of South America,” are discussed in 
a booklet issued by the Commerce 
Marine commission of the American Bankers 
Association on Chile, Bolivia and Peru. The 
booklet says: 


and 


When this region first developed into a 


Vase 


modern industrial world after the emancipa- 
tion from Spanish rule, E suropean nationali- 
ties took a leading part in the establish- 
ment of transportation, commerce, and in- 
dustry. As a rule the interest and capital 
of the United States were directed into other 
channels. But after the opening of the 
Panama Canal and the outbreak of the 
European war a new trend was visible. 

Even before the war, imports to the West 
Coast from the United States were growing 
with more consistent regularity than from 
the European industrial nations. Transpor- 
tation between Peruvian and Chilean ports 
and those of the United States is much 
shorter and less exposed to interruption than 
that between the South Pacific coast and 
Furope. Mineral and transportation devel- 
opment is similar to that in the western 
part of the United States and it is natural 
that much of the machinery and technical 
supplies for mines and railways should be 
sought in the United States. 

Another factor is investment of American 
capital. Public securities of Chile, Bolivia 
and Peru are held in the United States, and 
the interest of American investors in copper 
and tin mines of the region runs into the 
hundreds of millions of dollars. This con- 
junction of factors points to a_ stead) 
natural development of economic interest be- 
tween the United States and the West Coast 
region of South America. 


Brazilian Financial Reform 


An article in a recent number of the 
Foreign Securities Investor entitled “Reform 
srings Financial Strength to Brazil” by 
J. C. Muniz, acting consul general for Brazil 
at New York, reads, in part: 


During the last two years, Brazil has been 
going through a drastic reformation of its 
fiscal affairs. The administrative machinery 
of the national treasury has been remode Jed 
A general accountancy office has been es- 
tablished, which makes available monthly 4 
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balance sheet of all the states and the Fed- 
eral Government, thereby opening the finan- 
cial life of the country to regular inspection. 
Accounts are verified daily. There have 
been important changes in connection with 
the Bank of Brazil. 

The results of this reorganization began 
to show last year. Brazil, which never had 
attained collections of 600,000 contos paper 
yearly, collected 1,400,000 contos in 1924— 
the State of Sao Paulo contributing about 
400,000. No better proof could be shown of 
the recuperative power of Brazil, as well as 
of the collective effort of those in charge of 
the national treasury. The effect of this 
achievement on federal finances is striking. 
The service of the external debt has been 
faithfully executed to date, there being al- 
ways large balances in the hands of Brazil’s 
fiscal agents in London. Interest on internal 
obligations is being punctually paid as are 
also the salaries of employees. Reform is 
responsible for a better budget, which 
affords a just criterion for calculations of 
revenue and expenditure. 

At the time Dr. Sampaio Vidal, who re- 
cently resigned as Minister of Finance, took 
charge of the treasury, he declared evasion 
of taxes was one of the gravest causes of 
the financial depression in the country, 
which was going from bad to worse. After 
temodeling the administrative machinery, 


however, the reaction did not take long to 
make its appearance. At the end of the 
first year, the presidential message an- 
nounced that the treasury had succeeded in 
collecting in 1923 an excess of 280,000 contos 
over the previous year. The custom house, 
which had a monthly collection averaging to 
£700,000 now collects £1,000,000 and in re- 
cent months the collection has increased 
from £1,200,000 to £1,300,000. The federal 
district, which gave receipts of 500 contos 
daily, is now yielding 1000 contos. The na- 
tional economy is revealing a strength cap- 
able of assuming the burdens of the country. 
At the inauguration of this administration 
it was the general assumption that a foreign 
loan would be imposed upon the country. It 
was the intent of the Government, however, 
to defray all public services within the na- 
tional resources. Confronted by all the diffi- 
culties, the administration of Mr. Bernardes 
has already spent two years without resort- 
ing to foreign credit, which goes to show the 
vitality of the national elements which are 
bringing about a financial situation resting 
on a sounder basis, thereby inspiring more 
confidence in the money markets, and leading 
to a necessary consolidation of the floating 
debt. This debt, service of which has been 
a great burden, must be consolidated by 
means of a long term operation which has 
been practically outlined and which is de- 
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Capital . - - 
Surplus” - - - 
Assets - - - 


We solicit your collections. 








We are pleased to announce that 
we have moved to our new building where it will be our 
privilege to continue serving our many friends 


BANCO DE PONCE 


PONCE, PORTO RICO 


$ 750,000.00 
$ 175,000.00 
$5,000,000.00 


Correspondence invited. 























pendent only upon a better opportunity than 
now exists. 

One of the principal economic measures 
enacted under the present administration 
was the foundation of the bank of emission 
at the charge of the Bank of Brazil. For 
many years Dr. Vidal had recognized the 
necessity of such an institution as the regu- 
lating factor of the paper currency in cir- 
culation. He felt that the bank’s having 
passed successfully through a most critical 
period without the aid of a foreign loan, 
is a practical demonstration justifying the 
undertaking. The year 1927 has been a con- 
stant preoccupation of the Ministry, for the 
country will-be then expected to prove its 
vitality and honor its promises by resuming 
the service on its foreign loans which was 
suspended by the last funding operation. 
The principal arrangements to meet these 
obligations are now almost completed in the 
shape of the recently authorized income tax 
which in its final form is the result of elabor- 
ate study by many competent specialists 
who gathered the most practical features 
adopted by other countries and patiently 
organized the present income tax law of 
Brazil. With this instrument the country 
will not fail to do its duty in August 1927. 


& 


International Banking Notes 


At the fifty-first general meeting of the 
Bank of Taiwan, Limited, Taipeh, held in 
Tokio, March 2, 1925, the president, Kojuro 
Nakagawa, said in commenting on the bank’s 
condition at the end of the year: 


“The financial condition of Taiwan, which 
is essentially governed by the status of its 
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agriculture, was for 1924 one of almost daily 
improvement from the very beginning of the 
year, to which result the increased crop 
of rice, sugar, banana, etc., chiefly con- 
tributed. 

“The note issue of our bank reached at 
the end of the year yen 51,260,000 which is 
an increase of yen 11,557,000 over the cor- 
responding period of the preceding year, 
the average issue for the whole year having 
also increased by yen 5,360,000. The de- 
posits at the banks in the island, totalling 
yen 89,670,000 at the end of 1924, were an 
increase of yen 10,174,000 compared with 
the corresponding period of the preceding 
year. At the same time as all branches of 
industry in the island entered upon a period 
of readjustment, the bankers continued to 
observe an attitude of strict precaution. 
The people of the island in general, now 
sobered from the spell of speculative mania 
which had overtaken them in the past years, 
are fast returning to habits of steady ap- 
plication and sound enterprise.” 


On December 31, 1924, the total resources 
of the Bank of Taiwan stood at yen 994,- 
157,282. The capital of the bank is yen 
60,000,000 and the reserve fund yen 13,- 
780,000. 

The Bank of Taiwan opened a branch at 
Calcutta, India on October 1, 1924. The 
New York office of the Bank of Taiwan is 
at 165 Broadway. K. Yamamoto is agent. 


© 
The report of the Punjab National Bank, 


Limited, Lahore, India, for the half-year 
ended December 31, 1924, presented before 




















The Philippine Islands Trade is Growing Rapidly 


The tremendous Balance of Trade in favor of the Philippines proves the 
Present and Potential Development Possibilities. 

If you are interested, the Bank of the Philippine Islands offers the highest 
class and most reliable Banking Services. 

As the Oldest Bank in the Orient, we naturally maintain a very strong 
position which enables us to properly carry out the wishes of our clients, 
assisting them in the development of their trade and stimulating the 
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production of the Islands. 


Reserve funds ... 








Che Bank of the Philippine Islands 


Capital fully paid-up . (Pesos) 6,750,000 - ($3,375,000) 
Head Office: MANILA, P. I. 


Brancues: Itoico, Cesu, ZAMBOANGA 
William T. Nolting - - - + + President 


foospe F.Marias - - - - Vice-President 
ulgencio Borromeo - - - Vice-President 
R. Moreno - - + + += + «+ «+ Secretary 
D.Garcia- + - + = «© «© « « Cashier 
E. Byron Ford - - Chief, Foreign 

S. Freixas - - - - + Chief 
P.J.Campos- - - - Manager 

. M. Browne - - + Manager 

.M.Garcia - - Manager Zamboanga 


Correspondents in all parts?of the World 
Special attention given Collections 


“2,250,000 - ($1,125,000) 
























the half-yearly general meeting of the 
shareholders on February 15, 1925, shows net 
profits, after meeting all expenses, amount- 
ing to rs. 5,96,908. This is the highest figure 
so far reached by the bank in any given 
half-year. It gives a return of about 39 
per cent. per annum on the paid-up capital 
of the bank and about 1.66 per cent. per 
annum on the working capital. The sum 
of rs. 68,327 brought forward from the pre- 
vious half-year, and added to the amount 
of the net profit, brought the sum available 
for distribution up to rs. 6,65,236. This sum 
has been disposed of as follows: 

















capital kronor 43,750,000 and reserves kronor 
31,000,000. The net profits for the year after 
providing for all expenses, etc., amounted 
to kronor 4,408,881, which with the balance 
brought forward from previous account, 
kronor 2,395,424, made available for distri- 
bution the amount of kronor 6,804,805. This 
sum has been disposed of as follows: 


Kronor 
To a dividend at the rate of 10 per cent. 
per annum 4,375,000 
Balance carried forward to next ac- 
count ‘ 2,429,305 








© 


The third semi-annual statement of the 


Rs. 

To a final dividend of 15 per cent. per Yasuda Bank, Limited, Tokio, for the half- 

anmum for the half-year under re-. 95,068 year ended December 81, 1924 shows total 
To final provision for income tax for the om resources of yen 828,011,846, total deposits 

year 1924-1 ’ - , - 
To cl ——— 1,00,000 yen 572,572,161, subscribed capital yen 150,- 
To reserve fund for bad and doubtful 000,000 and reserve fund yen 49,568,551. 

debts, increasing this fund to rs. 5,- se 

20,000 2,34,727 Net profits for the half-year amounted to 
ee carried forward to next ac- 79,440 yen 8,292,497. 

© 
© 


The statement of the Aktiebolaget Gote- 
borg; Bank, Gothenburg, Sweden, for the 
year ended December 31, 1924 shows total 
resources of kronor 510,143,723, paid-up 






The statement of the Industrial Bank of 
Japan, Limited, Tokio, for the half-year 
ended December 31, 1924, presented at the 
forty-sixth general meeting of the share- 
holders on February 5, 1925, showed total 
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Index. PRICE $2.00 
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resources of yen 536,969,528. Debentures 
issued stand at yen 322,226,932. The gross 
profits of the bank for the half-year unde1 
review stand at yen 21,094,459, added to 
this a balance of yen 707,122 brought for- 
ward from the preceding half-year made 
a total of yen 21,801,581. After deducting 
necessary expenses of yen 17,770,683 the net 
profit for the half-year amounted to yen 
4,430,898. ‘This amount has been distributed 
as follows: 

Yen 
500,000 
200,000 


To reserve against losses ‘ 

To dividend equalization reserve.. 

To a dividend at the rate of 10 per 
cent. per annum 

To remuneration of officers 

Balance carried forward to next ac- 
count cecccocccceccccccecccecccecccoosecs coe 


--2,500,000 
120,000 


710,898 
© 


The statement of the Aktiebolaget Union- 
banken, Helsingfors, for the year ended De- 
cember 31, 1924, shows total resources of 
fmk. 663,330,141, share capital fmk. 100,000,- 
000, guaranteed capital fmk. 30,000,000 and 
reserve fund fmk. 26,667,537. The net profit 
of the bank for the period from June 1 to 
December 31, 1924, amounted to fmk. 5,013,- 
798. This sum has been disposed of as 
follows: 

Fmk. 
To a dividend for the first seven months 

of the bank’s existence during the 

year 1924, fmk. 5.25 per share on the 

old shares -3,150,000 
To a dividend of fmk. 1.75 per share on 

ees new shares issued during the year 

4. aed 
ee Gas 1,163,798 


1 
Carried forward to ne 


issue of Tue BANKERS 
the pictures accompanying the 


In ‘the June 


MAGAZINE 


article “Centenary of the National Bank of 
Scotland” on pages 1083 to 1089 inclusive 
were incorrectly captioned “Bank of Scot- 
land.” The captions should 
“National Bank of Scotland.” 


have read 


fa 
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The statement of condition of the Credito 
y Ahorro Ponceno, Ponce, Porto Rico, as of 
June 30, 1925, shows paid-up capital of 
$750,000 as against $600,000 on the same 
date in 1923 and reserve fund of $260,000 as 
against $200,000 in 1923. The head office of 
the bank is now installed in new quarters 
on Amor street in front of the Plaza 
Degetau, Ponce. 


© 


The eighty-second statement of condition 
of Glyn, Mills and Company, London, as of 
June 30, 1925, shows total resources of £31,- 
200,268, current deposits and other accounts 
£27,838,489, capital paid-up £1,060,000 and 
reserve fund £530,000. A condensed state- 
ment follows: 


Statement of Condition as of June 30, 


LIABILITIES 
,060,000 


530,000 
,838,489 


Capital paid up ...... P 
Reserve fund . 
Current, deposit and other accounts.. 
Acceptances and engagements on ac- 
count of customers .... ,600,289 
Reduction of bank premises account 
31,200,268 


ASSETS 


Coin, bank and currency notes and 
balance at the Bank of England 
Balances with, and checks in course 
of collection on, other banks in the 
the United Kingdom ......... as 
Money at call and at short notice. ans 
Bills discounted ceccubpaasaesesevaneta 
Investments .......... os nnn ae 
Advances to customers ¢ 
ID contatetionss 9,626,585 
Liabilities of customer rs 3 for acceptances 
and engagements as per contra.. 
Bank and other premises (freehold) 695,000 


360,605 


162,175 
$94,150 


590,106 


500,289 


© 


The statement of the Amstelbank of Am- 
sterdam for the year ended December 31, 
1924, showed a net profit of fl. 1,539,858 as 
against fl. 1,003,002 for the corresponding 
period in 1923. <A dividend at the rate of 
11 per cent. per annum declared as 
against 10 per cent. for the corresponding 
period of 1923 and a payment of fl. 2357 
was made for each founders share as against 


was 
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Rotterdamsche 
Bankvereeniging 


Rotterdam Amsterdam 
The Hague 


Capital . . . . . 50,000,000 
Reserve ... . .. 120,000,000 


Every description of banking business transacted, 
including the making of collections, the issuance of 
travellers letters of credit and documentary letters 
of credit, buying and selling of foreign exchange 
and of stocks and shares. 


ie 


Our large capital and complete organization en- 
able us to handle all matters entrusted to our 
care with efficiency and promptness. 


Representative for the United States 


J. Enderman, 31 Nassau Street, New York 
IDNA OUND EEL DOUUEEUOAEAU CATON TA AAA 


VUVOUUAVEAUUAUENUENUADEAUUGUOGUEAUAGEAUAN GEO AELEGUEGTAUAD EAL OAU EO EAU EGTA ADEA EU EA EAA EAA EA AAA AA 


POTTER PEPPERELL CLL Lb 


alll 
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fl. 1492. The bank’s reserve fund on Decem- page 127 of the July issue were somewhat 
ber 31, 1924, stood at fl. 1,100,000. in error. They should have read as follows: 
© “The Rotterdamsche Bankvereeniging was 
originally formed as the Rotterdamsche 
The statement of condition of the Mer- Bank in 1863. It was the first bank to 
curbank, Vienna, as of December 31, 1924,  ralize the field for a bank with an organi- 
shows total resources of $15,158,174, com- zation equipped to handle international 
mercial deposits $11,516,311, savings de- banking business. It took the first step 
posits $1,189,537, capital $142,857 and sur- toward building up such an organization 
plus $1,771,880. when, in 1911, it merged with the Deposito- 
The above figures were converted from oy) Administratiebank. 
Austrian kronen at the stabilized rate of $1 “At the time of the merger, the name 
to 70,000 kronen. 
Dr. Eugen Brettauer is chairman of the oa” 
289 percariaae W. M. Westerman is manager of the office 
5,000 © at The Hague, instead of W. Westerman, as 
fhe second paragraph of the article on stated in the article just mentioned. W. 
“New Building of the Rotterdamsche Westerman is chairman of the board of 
Bankvereeniging at The Hague” and the directors of the Rotterdamsche Bank- 
Am- first sentence in the third paragraph, on  vereeniging. 
- 31, 
8 as 
ding 
e of 


Rotterdamsche Bankvereeniging was adopt- 
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MIN interior view of the new building of 

9) the Montclair Savings Bank, Mont- 

clair, N. J., planned by Thomas M. 

— James Co., architects of Boston and 
New York. The building is located on a tri- 
angular lot, and has been so arranged as to give 
abundance of daylight in all parts of the bank. 
The interior is carried out in marble and bronze. 


Thomas M. James Company 
3 Park Street, Boston 342 Madison Ave., New York 
Architects and Engineers 
We would be glad to help you solve your 
bank building problem 


Write us for booklet 





























Some Bank Credit Problems 





New York.—Epiror. 





Tue Bankers Macazine has secured the services of a capable credit man 
to answer the inquiries of readers on current problems of the credit manager. 
Questions of general interest to credit men and bankers will be answered and only 
the initials of the persons asking the question will be used. 
not one of particular interest to bank credit men as a whole or is one which has been 
answered before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that 
they be direct and to the point, but that sufficient necessary detail be included to 
enable the editor to draw the proper conclusion. 
the Editor, Bank Credit Problems, THz Bankers Macazine, 71-78 Murray Street, 


In case the question is 


Inquiries should be addressed to 








Balance Sheet Items—Part II 





HE accompanying article is the fifth 

of a series by the Credit Editor on 
credit and credit department methods. 
In the April issue there was a discussion 
of two of the usual types of business or- 
ganizations, i. e., the proprietorship and 
the partnership along the lines of the 
division of ownership. In the May issue, 
the corporate form of business organiza- 
tion was covered. In the June issue 
there was a discussion of the trial bal- 
ance, the balance sheet, and profit and 
loss figures. In the July issue, the bal- 
ance sheet was taken up, and the form 
of balance sheet approved by the Federal 
Reserve Board was given. A review of 
the nature of various balance sheet items 
was started, and several of the asset 
items were discussed in detail. The re- 
view of these items is continued in the 
accompanying article-—THE EDITOR. 











NDER the head of securities in the 
| | balance sheet outlined by the Fed- 

eral Reserve Board have been set 
up three subdivisions, as follows: 


(a) Securities readily marketable and 
salable without impairing the business. 

(b) Notes given by officers, stockholders, 
or employees. 

(c) Accounts due from officers, stock- 
holders or employees. 


Subdivision (a), securities readily mar- 
ketable and salable without impairing the 
business, is presumed to include securities 
which the company has purchased for its 
temporary investment of surplus funds it 
might have on hand, such purchases being 
made. of regular stock exchange or other 
readily marketable securities. Occasionally 
a concern will purchase shares of stock in 
one or more of the banks with which it does 
business. However, this item is not to include 
investments in the securities of companies 


when such investments represent a majority 
of substantial interest or have a limited mar- 
ket. Such investments should be shown in- 
dependently. Also securities which have 
been taken in settlement of claims against 
concerns which have gone into bankruptcy 
and have been reorganized, when they may 
have a readily marketable value, should be 
carried at the market value figure, rather 
than at the amount of the claim or the par 
value of the securities. It is the accountant’s 
duty, therefore, to have all securities actual- 
ly produced for his perusal, and the credit 
man should have a detailed list furnished 
him of all securities, such a list giving a 
description of the securities, the amount 
owned, the cost, and the figure at which 
they are carried. Securities should be car- 
ried at cost or market value, whichever is 
lower, as of the date of statement, and if 
market value is in excess of cost, the profit 
should not be taken into consideration until 
actual sale has been made and the profit 
realized. Definite advice should be given as 
to all securities pledged or hypothecated, 
and the purpose for which such a pledge 
has been made. 

The other two subdivisions under this 
heading of securities, (b) and (c), provide 
places for the listing of amount of notes and 
accounts receivable due from the company’s 
officers, stockholders and employees. Why 
these subdivisions have been included under 
this caption is not clear. It would seem 
more correct that a separate division should 
be set up in the balance sheet, perhaps cap- 
tioned “other receivables,” and under this 
should be included the subdivisions (b) and 
(c) above, and also subdivisions to include 
receivables due from affiliated and closely 
associated companies. These subdivisions 


237 














™ FIRST 


NATIONAL BANK of 
BOSTON 


4 c i tose 











Ten Boston Offices 


Foreign Branches 


Buenos AirgEs, ARGENTINA Havana,Cusa 


European ‘Representative 
24, O_p Broap St., Lonpon 
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collection facilities throughout this sec- 
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are self-explanatory, and clearly set forth 
that they are intended to include amounts 
due from officers, stockholders and employees. 
Such receivables generally arise out of ac- 
commodation extended by the company, sale 
of stock, ete., and it is preferable to have 
such receivables shown separately rather 
than included in the regular receivables, as 
they are not generally construed as being 
quite as desirable as regular receivables 
from trade creditors. 


Fixed Assets 


In the Federal Reserve form, we find the 
following subdivisions: 


(a) Land used for plant. 

(b) Buildings used for plant. 
(c) Machinery. 

(d) Tools and plant equipment. 
(e) Patterns and drawings. 

(f) Office furniture and fixtures. 
(g) Other fixed assets, if any. 


Most of these subdivisions are self- 
explanatory. However, a word or two by 
way of comment in connection with each 
item may not be amiss: 

(a) Land used for plant. This item is 
evidently intended to show only the land 
occupied by the plant for the regular busi- 
ness, and if the company has any other 
land which it may hold for investment, taken 
in settlement of debts, or otherwise acquired, 
and of which it intends to dispose, such 
land could not be included under this item. 
The item rather, appears to be simply for 
land used in the regular conduct of the busi- 
ness, and land which is owned by the com- 
pany. While a subdivision is not provided 
for leaseholds, it would be my thought that 
any value assigned to a leasehold should not 
be included under this subdivision, but be 
clearly set forth under the heading of 
“other fixed assets.” It is always well te 
be advised as to the cost value, and this is 
really the figure at which land should 
ordinarily be carried in the balance sheet, 
unless some change has made the land less 
valuable and desirable, in which event it 
should be written down to a proper figure 
by carrying the margin in reserves for de- 
preciation. The accountant should always ex- 
amine title to the property, and under no 
circunstances should simply the equity be 
carricd in the assets. 

(b) Buildings used for plant. This item, 
too, self-explanatory. A schedule sup- 
port the statement showing cost, addi- 


tions, ‘otal cost, depreciation and net value 
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is always interesting. In the form of bal- 
ance sheet proposed by the Federal Reserve 
Board, the depreciation is grouped and de- 
ducted from all items, but the supporting 
schedule can readily be made as here men- 
tioned. It will be appreciated that many 
things can be charged into the cost, and also 
additions, not only of buildings but also of 
land and equipment. In some cases it is a 
practice to charge off a certain amount of 
depreciation, and capitalize all additions and 
repairs. In others, it is customary to cap- 
italize additions, making no charge for de- 
preciation but charging off to expenses re- 
pairs and replacements, it being the conten- 
tion here that the plant is maintained in as 
good as its original condition, and no de- 
preciation is necessary. For this reason it 
is always well to be advised as to what is 
capitalized in the form of cost and addi- 
Lions, for, as stated, there is much room to 
edd. In setting up this subdivision of build- 
ings used for plant, it would appear that it 
wis the intention of the proposed balance 
sheet to have a separate item made under 
the caption of other fixed assets, for any 
other buildings, such as employees’ homes, 
etc, which the company might own. 

(c) Machinery. The comment made in the 
above paragraph with regard to additions, 
can also be applied in many respects to this 
item. Under this subdivision is carried the 
full cost and depreciation is carried in the 
group figure of depreciation on all fixed 
assets. Old machines should be “junked” 
and written off, and the amounts added to 
the reserve for depreciation should be ade- 
quate and sufficient to take care of depre- 
ciation of machines and depletion well with- 
in their life and usefulness. In the case of 
printing presses, and also certain other ma- 
chines, it is infrequent that small com- 
panies purchase them on a time basis, giving 
a chattel mortgage against the machine. 
This should be clearly shown in the balance 
sheet. Certain classes of machines are 
leased and not purchased. More conserva- 
tive’ practice here demands that the rental 
paid should be charged to earnings and no 
value capitalized in the form of leaseholds 
or otherwise. 

(d) Tools and equipment. This is pre- 
sumably to include small tools, the life of 
which is very short. Comment made with 
regard to other items applies here. 

(e) Patterns and drawings. This item can 
be greatly inflated as to its real value. 
Presumably, under this heading can be in- 
cluded amounts representing value of pat- 
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Air Filters that 
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No. 108—How used in 
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es air that ventilates the Garfield Safe De- 
posit Company’ 's offices, Fifth Avenue, 
New York, is as pure as that on a mountain peak. 
Reed Air Filters supply fifteen thousand cubic 
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better health and higher efficiency to your bank. 
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terns, drawings, copyrights, trademarks, and 
also patents. There is liable to be great 
range in the matter of opinion as regards 
the value of various of these items. In the 
event of trouble, it is always questionable 
what, if anything, may be realized from 
them. In the case of specialty goods, it be- 
comes more questionable, and it is usual 
for conservative analysis on the part of the 
credit man to practically ignore these items. 
The depreciation or amortization, or what- 
ever you choose to call it, in connection 
with these various items is also included in 
the group item of reserves for depreciation. 
In the case of patterns and drawings, the 
amount to be written into reserve from time 
to time varies, and while practice differs 
in regard to the annual amounts charged off 
on copyrights, trademarks and patents, the 
practice is quite frequently to charge off 
equal amounts annually over the life of the 
right. 

(f) Office furniture and fixtures. This 
item does not require explanation, and com- 
ment made with regard to some of the other 
subdivisions may be applied in part here. 
The depreciation is handled the same as the 
depreciation upon other subdivisions, being 
grouped under one heading. 

(g) Other fixed assets, if any. A full 
description of any other fixed assets is re- 
quired, and should be given to give a clear 
picture of their nature. 


Reserves for Depreciation 


Considerable has been written about the 
subject of depreciation. Under this head- 
ing are generally considered obsolescence, 
depletion, amortization and inadequacy. 
While these latter are frequently regarded 
in a somewhat separate light from deprecia- 
tion, the ordinary layman is inclined to use 
them synonymously. The general practice 
with regard to depreciation is to charge off 
annually an amount to wipe out the value 
of the asset during its life. For example, 
if a machine cost $3000, and it was figured 
that its total life was ten years, practice 
would tend to dictate that $300 should be 
charged out of earnings each year, in order 
to take care of this asset and write it off 
during its life and usage. If it is not 
written off in this manner, at the end of 
ten years the company will find it necessary 
to charge off the entire cost of $3000, or 
charge off the cost of a new machine to re- 
place the old one. While it is the general 
tendency to charge off the same amount each 
year over the life of the asset, sometimes the 
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amount charged off works on a sliding scale 
basis. The lives of various fixed assets vary 
and what might be a good rate of depre- 
ciation for one might not be a good rate 
on another. Various types of structures 
vary as to their life, and then the policy 
of charging off repairs and maintenance has 
some bearing. 

Some companies have had a tendency to 
simply carry a general item of depreciation, 
and, rather than handle various buildings, 
machines and other equipment individually 
with respect to their life and depreciation, 
have simply set up a flat percentage against 
the entire group. Progress in cost account- 
ing is causing much more attention to be 
given to depreciation in connection with the 
direct charge for it to the respective costs of 
operation. While depreciation may be taken 
care of annually, it occasionally occurs that 
due to some incident the buildings, or parts 
of them, or machines, may become obsolete. 
Such being the case, the entire amount 
should be charged off to obsolescence, and 
at all times fixed assets kept at a cost or 
replacement price, whichever is lower. 

As stated in connection with one of the 
foregoing subdivisions of fixed assets, it is 
sometimes the policy of companies to charge 
all expenses for repairs and maintenance to 
earnings, and set up no reserve for depre- 
ciation. This is not the general practice, 
and is not considered good accounting. The 
cost of maintenance and repairs increases 
as time goes on, and while proper care of 
property keeps the efficiency up, it does not 
provide a means for the scientific holding of 
the investment intact. Since the time of the 
income tax, depreciation has perhaps been 
given greater consideration, and it is very 
general for a company to charge off all it 
can in the way of depreciation, to curb the 
payment of taxes, if for no other reason. 
With regard to the charging off annually of 
amounts against patents, trademarks, copy- 
rights, leaseholds, etc., the general practice 
is also to charge off an amount annually, 
which, in the aggregate, will take care of the 
respective asset during its life and wipe it 
completely from the books. This also applies 
to improvements on leaseholds. 


Deferred Charges 


As stated on the balance sheet form, this 
is for prepaid expenses, interest, insurance, 
taxes, etc. Deferred charges can also arise 
in connection with advertising, rent, salaries, 
royalties, bond discount, deferred selling ex- 
pense, etc. It is quite frequent that bond 
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discount and deferred selling expense are 
set up as special items as they may be of 
a rather substantial amount. Take bond 
discount for example: the company will sell 
a $1,000,000 bond issue, and the syndicate 
underwriting the issue will purchase it from 
the company for say $920,000. The company 
has to set up the full debt of $1,000,000, and 
as it only takes into its assets $920,000 in 
cash, the item of bond discount, $80,000, is 
set up so that the net worth will not be 
affected. Perhaps the issue is a twenty year 
issue. The company will then proceed to 
write off $4000 each year and amortize the 
item of bond discount over the life of the 
full issue. 

The other deferred items are of a similar 
character, and while the real definition can- 
not be given, deferred assets are in the 
nature of an inventory of values to be re- 
ceived for which money has been expended— 
insurance for instance. The annual insurance 
premium is paid, we will say, on October 
1. Statement is made December 31, at which 
time only one-third of the year has elapsed, 


for which the insurance premium was paid. 
It is, therefore, considered that there stil] 
remains to be received three-fourths of the 
value of the premium paid, and this three- 
fourths of cost price is set up in the assets 
as a deferred charge. 

In connection with some items for which 
deferred charges are sometimes set up, it 
can, of course, be questioned as to the period 
over which value will be received. ‘Take ad- 
vertising, for instance. An advertising cam- 
paign will be conducted, and, as it is esti- 
mated that it will have a direct value to the 
company for a period of say three years, 
only one-third of its cost is charged off to 
the current year’s expense, and the other 
two-thirds of cost is set up under deferred 
charges. It is naturally apparent that de- 
ferred charges of this kind can be mis- 
judged, but as the credit man pays little at- 
tention to the item, he has nothing to worry 
about. 


Liabilities 


Under the caption Bills, Notes and Ac- 
counts Payable in the proposed Federal Re- 
serve balance sheet, the following subdivi- 
sions appear: 


(a) Acceptances made for merchandise or 
raw material purchased. 

(b) Notes given for merchandise or raw 
material purchased. 

(c) Notes given to banks for money bor- 
rowed. 

(d) Notes sold through brokers. 

(e) Notes given for machinery, additions 
to plant, ete. 

(f) Notes due to stockholders, officers, or 
employees. 


(a) Acceptances made for merchandise or 
raw material purchased. ‘This item is for 
the entering of regular trade acceptances 
payable, which have arisen in connection 
with the purchase of merchandise. The 
seller having drawn on the subject com- 
pany, the purchaser, who accepts the draft, 
we have this item of trade acceptances. 

(b) Notes given for merchandise or raw 
material purchased. This subdivision, as 
most of the others, requires little explana- 
tion. Many lines of business do not use the 
note in connection with purchases, while in 
others it is quite frequent. Therefore, while 
the appearance of notes payable for mer- 
chandise may at times be taken as an indica- 
tion that same were given because of the 
company’s weak credit standing, it is, in 
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other instances, quite an ordinary practice 
and very much in order. 

(c) Notes given to banks for money bor- 
rowed. This subdivision should be supported 
by a schedule showing to whom the money is 
payable, the amount, the maturity, and the 
nature. 

(d) Notes sold through brokers. Many 
companies (usually few showing a net worth 
less than $200,000) sell their notes in the 
open market through a note broker. In- 
debtedness arising thus is usually on the 
same basis as indebtedness to the company’s 
own banks. The broker sells these notes 
generally to banks looking for short time 
investment for surplus funds, charging the 
seller a small commission to place the paper. 
The company does not have to maintain any 
balances with the broker, and in times when 
money is plentiful the broker can usually 
place the paper at a very low rate. 

(e) Notes given for merchandise, addi- 
tions to plant, ete. The creation of such in- 
debiedness, particularly for machinery was 
spoken of in discussing the various fixed 
assets. This item is not to include any 
notes given which are secured by a chattel 
morigage against the machinery or equip- 


ment, but simply straight notes given in 
connection with their purchase. 

(f) Notes due to stockholders, officers, or 
employees. When the amount due to officers 
and stockholders is considerable, it is often 
customary for the credit man to secure 
the subordination of this indebtedness to 
the other debts of the company, or the en- 
dorsement of the principal person to whom 
the money is due. 


Unsecured Accounts 


Under this caption, appear the following 


subdivisions: 


(a) Accounts payable for purchases (not 
yet due). 

(b) Accounts payable for purchases (past 
due). 

(c) Accounts payable to stockholders, of- 
ficers, or employees. 


(a) Accounts payable for purchases (not 
yet due). This is supposed to include only 
open accounts payable in connection with the 
purchase of merchandise, said accounts being 
not vet due. It should not include any ac- 
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counts payable other than those for mer- 
chandise. 

(b) Accounts payable for purchases (past 
due). It is, of course, interesting to know 
what amount the company has past due, and 
the reason for allowing same to run over. 
Slow pay soon reflects against a concern’s 
credit, and bank borrowings are presumed 
to be for the purpose of allowing a com- 
pany to take advantage of trade discounts 
on its purchases of merchandise. 


Secured Liabilities 


Under this caption we find five sub- 
divisions, as follows: 


(a) Notes receivable discounted or sold 
with endorsement or guaranty (contra). 

(b) Customers’ accounts discounted or 
assigned (contra). 

(c) Obligations secured by liens on inven- 
tories. 

(d) Obligations secured by securities de- 
posited as collateral. 

(e) Accrued liabilities (interest, taxes, 
wages, etc.). 


(a) Notes receivable discounted or sold 
with endorsement or guaranty (contra). 
This item was not taken up in discussing the 
assets, although the suggested balance sheet 
form of the Federal Reserve Board provides 
a place to enter these receivables as an asset 
item and this subdivision on the liability side, 
to set up the contra item. It can hardly 
be called a contra liability for no real 
liability exists, and the company does not 
really own the asset of notes receivable. 
It has rather discounted the same, and the 
only liability is in the form of a contingent 
liability. It is the writer’s feeling that it is 
better to omit such notes and trade accept- 
ances discounted from the assets and liabili- 
ties, and simply regard them in the nature 
of a contingent indebtedness. When the 
notes or trade acceptances are discounted, 
cash is received and it goes into the cash 
account and into the figures. Of course, 
setting up such an asset and liability 
weakens the current ratio. The writer be- 
lieves that a fairer way to regard notes or 
trade acceptances discounted is merely as a 
contingent debt, and to consider them from 
the company’s standpoint the same as if the 
company had received cash from the payers 
of such notes or trade acceptances by 
anticipation of same. In the event of de- 
fault by the payer, of course, the company 
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has to make good. Many times notes and 
trade acceptances are only discounted with 
a bank for collection purposes. 


(b) Customers’ accounts discounted or 
assigned (contra). This, too, is a contra 
item, the assets or opposing entry of which 
we did not discuss. The general practice 
with regard to the discounting or assigning 
of accounts is somewhat different, to my 
mind, from the discounting of notes. In 
the case of accounts there is not the evi- 
dence of debt apparent with the note 
or the trade acceptance, and while the idea 
may not seem altogether consistent, the 
writer feels that, in the case of accounts 
pledged and assigned, the asset should be 
shown as in the Federal Reserve form and 
the liability as in this subdivision. In the 
case of accounts, it is usually more of a 
case of pledging or assigning, to form se- 
curity as a basis for borrowing, rather than 
actually discounting, as is the case with 
well rated notes and trade acceptances. The 
company, perhaps, has its ledger accounts 
stamped with some sort of a stamp, indi- 
cating that they are pledged or assigned, 
and there is usually a margin of accounts 
pledged in favor of the one making the 
advance. When a concern begins pledging 
and assigning its accounts in such a manner, 
there is more work attached than in the dis- 
count of notes. A much higher rate is paid, 
and the concern is usually in weak condition 
or on a regular factoring basis, and there 
is little room, in addition, for unsecured 
bank credit. In the case of the discounting 
of notes and trade acceptances, it is the 
writer’s feeling that the situation is some- 
what different. There is really not a pledge 
with a margin, and they cannot be regarded 
in the same way as a mortgage against 
plant, or securities pledged for a loan, 
which is practically the situation where 
advances are made against an assignment 
of accounts. 

(c) Obligations secured by liens on in- 
ventories. Concerns in poor credit are some- 
times financed by banking houses making a 
practice of advancing against merchandise. 
Sometimes the banker requires that the mer- 
chandise be moved to his own premises, or 
put in an independent warehouse. In such 
cases, the borrower has to foot all the ex- 
penses. This item would also presumably 
have included under it any amounts due 
under letters of credit where releases of the 
merchandise purchased under the credit 
have been made under a specific form of 
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trust receipt. Also some concerns, such as 
cotton mills, may be financed against their 
merchandise under a_ regular factoring 
agreement. This subdivision should show 
all obligations to company secured by the 
pledge of merchandise. 

(d) Obligations secured by securities de- 
posited as collateral. A schedule should 
support this subdivision and show all the se- 
curities pledged. Every banker is familiar 
with this type of borrowing. 

(e) Accrued liabilities (interest, taxes, 
wages, etc.). In the conduct of -business, 
various expenses accrue, and the amount of 
such accruals on statement date should be 
shown under this subdivision. 

Fized Liabilities 

Under this heading, are found the fol- 
lowing subdivisions: 

(a) Mortgage on plant (due date..._..). 

(b) Mortgage on other real estate (due 
date. ). 

(ec) Chattel mortgage on machinery or 
equipment (due date____.. 

(d) Bonded debt (due date. Pe 
(e) Other fixed liabilities (describe fully). 


The subdivisions (a), (b) and (d), with 
regard to mortgage and funded indebted- 
ness will not be discussed here, having -been 
covered in the May issue under corporate 
securities. 


(c) Chattel mortgages on machines or 
equipment (due date ). When the 
writer discussed machinery and equipment 
under fixed assets, he made reference to the 
fact that notes secured by chattel mortgage 
were occasionally given by small concerns in 
connection with the purchase of machinery. 
This item of chattel mortgage should be 
supported by a schedule showing specific 
assets and the value of each against which 
the chattel mortgage constitutes a lien. The 
schedule should also show the maturity of 
the various mortgages. 

(e) Other fixed liabilities. This simply 
provides a place to include any other fixed 
liability and calls for a full description of 
same. 


Net Worth 


Under this, are found the following sub- 
divisions: . 
If a corporation: 
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(a) Preferred stock (less stock in treas- 
ury). 

(b) Common stock (less stock in treas- 
ury). 

(c) Surplus and undivided profits, less:— 

(d) Book value of good will. 

(e) Deficit. 

If an individual or partnership: 

(a) Capital. 

(b) Undistributed profits or deficit. 


The writer discussed preferred and com- 
mon stock in the May issue. ‘The sub- 
division (c) surplus and undivided profits, 
is self-explanatory, and is naturally the ex- 
cess of total assets over total liabilities and 
corporate stock outstanding. 

It will be noted that, in connection with 
the carrying of preferred and common stock 
in the Federal Reserve form, it calls for de- 
duction of treasury stock. By treasury 
stock is not meant the authorized and un- 
issued stock, but rather stock which has been 
issued and, in some way, is held by the 


company in its treasury : It has perhaps 


been acquired by the company through an 
expenditure, or has been willed or donated 


to it. From the total of preferred stock, 
common stock, surplus and undivided profits, 
the form provides a place to deduct the 
book value of good will, and a deficit, should 
the company have one, in which event no 
surplus would be shown above. The deduc- 
tion of good will from net worth gives an 
idea of the value which the Federal Reserve 
Board considers should be placed on this in- 
tangible asset. 

The last caption in the form “If an 
individual or partnership” is simpiy to take 
care of the net worth in the event that it 
is not a corporation, and there is no cor- 
porate stock outstanding, in which event this 
item is to be made up of the excess of assets 
over liabilities. The here of 
“capital” is to take care of the amount in- 


vested in the business by the partners or the 


subdivision 


individual, and is evidently presumed not to 
include any undistributed earnings of the 
It represents capital investment, 
takes care of the 


business. 
and another subdivision 
undistributed profits or deficit. It is not 
generally customary to show this division, 
but it is rather the practice to have the 
items grouped under the heading of “net 


worth.” 
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QUESTIONS 


1. What is the nature of bond discount? 
Under what heading should this be carried 
in the statement? 

2. Are receivables from officers, stock- 
holders and employees generally considered 
as desirable as regular trade receivables? 

3. How can value at which land and build- 
ings are carried have considerable written 
into it in the way of additions? 

4. What is the nature of deferred charges? 
How are they determined? 

5. What is the principle of depreciation? 

6. What is your opinion of the essential 
difference between notes receivable discount- 
ed, and accounts receivable assigned? 

7. What sort of a mortgage is a chattel 
mortgage? 

8. How is good will handled in the Federal 
Reserve form? 





Questions and answers on bank 
credit problems follow as usual and 
will continue each month. 











QUESTION: If a corporation has two 
issues of stock outstanding, such as _ pre- 


_ ferred and common, what is the method of 


determining the book value of each class 
of stock? An explanation will be appre- 
ciated. —G.W.C. 

Answer: With regard to figuring the 
book value of preferred stock, it will be 
appreciated that stock usually 
has assigned to it a definite par value, and 
also under the terms of the indenture under 
which it is issued, it usually has a certain 
callable or redemption value. The book 
value of preferred stock is usually con- 
sidered to be the redemption or callable 
value. For example, if under the terms 
of the indenture the preferred stock is 
callable at $115, this is really to be con- 
sidered the book value of the preferred 
stock, providing, of course, that the balance 
sheet shows that there amount of 
equity in the business for each share of 
preferred. 
the book value is because that is the maxi- 
mum amount of the claim of preferred 
stockholders under 
the company. If, however, there was not 
$115, equity in assets for each share of 


preferred 


is this 


The reason for considering this 


any circumstances on 
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preferred stock, the book value would then 
he less than the callable or redemption 
value. 

Sometimes it is preferable to figure the 
amount of net tangible assets back of the 
preferred stock. In such a case, the usual 
procedure is to go over the balance sheet 
and deduct from net worth all the good 
will, trademarks, copyrights, patents, pre- 
paid expenses and assets the tangible value 
of which are questionable. If reserve for 
depreciation has been included with net 
worth in the balance sheet, it also should 
be deducted. After these have been de- 
ducted from net worth, the net worth is 
then divided by the number of shares of 
preferred stock outstanding, which gives 
the figure for the net tangible assets back 
of each share. 

In figuring the book value of common 
stock, this figure is based upon the net 
worth after the deduction therefrom of 
preferred stock at its callable or redemp- 
tion value. In the balance sheet, preferred 
stock is usually carried at par, but for the 
purpose of figuring the book value of com- 


mon stock, the amount of preferred stock 
must be deducted from net worth at its 
callable value, and not at its par value. 
The remaining figure gives the equity in 
the business. of the number of shares of 
common stock outstanding and if divided 
by the number of shares, will give the value 
per share. Such a figure is, of course, a 
rough figure of book value and does not 
take into consideration the nature of the 
assets back of such a value. It is good 
practice, in figuring value of common stock, 
to figure the net tangible value and to de- 
duct from the common stock equity all in- 
tangible assets such as those mentioned 
above. ‘This method of figuring the value 
of common stock is the same whether the 
common stock outstanding has a par value 
or is of a no par value nature. It is gen- 
eral that all equity in the business, after 
preferred stockholders’ claim at the callable 
or redemption value of preferred stock, be- 
longs to the common stockholders, and this 
is the thing to consider when figuring the 
value of common stock. 


au 


Valuation of Public Utilities From a 
Banking Standpoint 
By Harold A. Danne 


ANKS are constantly requested to 
B grant loans to public utilities, in 

large or small amounts. ‘TWe first 
question asked of any borrower is “What 
security have you?” Security depends on 
value, hence bankers are intimately con- 
cerned with getting the exact value of the 
property on which they are expected to 
loan money. 

But, in public utilities, the banker cannot 
apply his usual method of valuation. That 
is, he cannot calculate the value of a public 
utility property from its. earning power as 
he does in the case of an industrial cor- 
poraiion. For the earning power of a pub- 
lie utility must be based upon its valuation, 
and not value upon earnings. The process 


is reversed. 


It is impossible for the banker to ask 
for a record of income statements of the 
utility for a number of years, and then base 
his loan to the utility on the assumption 
that, other things being equal, the earnings 
will continue much the same. For if the 
valuation on which the utility is earning 
this return is false, it is almost certain to 
be discovered by the public utility com- 
mission sooner or later, and upset. 

Nor can the banker use the other familiar 
method of estimating the value of the utility 
from its total capitalization on the theory 
that capitalization represents money which 
has actually gone into the property. For in 
many cases in the’ past, especially in con- 
nection with public utilities, a large part 
of the capitalization represents merely 
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water. The great utilities have grown up 
through the consolidation of many small 
individual utilities, and in almost every case, 
when a small company was absorbed, some 
securities were issued in payment for its 
good will, which usually has no tangible 
value. The public utility commissions will 
not allow a return on such fictitious “value” 
if they discover it to be fictitious and can 
prove it so. 

The only safe basis then on which a loan 
to a public utility can be made is on the 
basis of “The total value to the owners of 
the property at a certain date and place,” 
or, in other words “An engineering estimate 
of the amount of bona fide capital still re- 
maining in the property, or of the cost of 
reproduction under existing conditions, less 
depreciation.” 


Difficulties of Valuation 


This estimate is complicated by the fact 
that in many cases accurate records of 
the cost of the property have not been kept 
and often those which have been kept show 
inflated costs. It is further complicated by 
the fact that the very rapid growth and im- 
provement of the electrical industry in the 
last twenty years has caused so many 
changes and additions to the property. In 
the past such properties as power utilities 
have grown like a tree in spring, and are 
still growing if they are in a progressive 
city. Very often additions come into ex- 
istence in so casual a manner that one can 
scarcely believe it unless he has seen the 
vital necessities that have created the 
growth. Machines have been brought in.which 
were capable of lasting for twenty years, 
only to be replaced within five years by a 
more efficient machine which has just been 
developed, and which must be used if the 
utility is to keep its competitive position. 
Even though the utility have a monopoly 
on the region, it must keep its machinery 
up to date, otherwise it becomes more profit- 
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able for large manufacturing plants, who 
were accustomed to buy their electric power 
from the utility, to install new machinery for 
themselves and generate their own power. 
The bearing of this on valuation is to point 
out the difficulties of correctly valuing such 
obsolete machinery, and other machinery, 
still being used, but depreciating at an ab- 
normal rate because of obsolescence. 

This situation has contributed, too, to the 
pressure for new capital which makes valua- 
tion so necessary, for the public utility com- 
missions refuse to allow public utilities to 
earn more than a “fair return” and make 
no provision for additions, extensions, and 
betterments. It being impossible to make 
necessary extensions out of earnings, capital 
must be secured from investors, who insist 
on knowing the value of the property in 
which they put their money. 

The valuation of a public utility property, 
then, involves an engineering estimate of the 
cost of the property, based on the original 
cost of the units, less depreciation; an en- 
gineering estimate of the reproduction cost 
of the present day equipment at present 
day prices, less depreciation; a considera- 
tion of the intangible values, such as de- 
velopmental expenses, the value of the fran- 
chise, and good will; and finally an attempt 
to evaluate the “going concern value,” that 
is to say, “The added value of the plant 
as a whole over the sum of the values of 
its component parts, attached to it because 
it is in successful operation and earning 
a return.” All these must be taken into 
account in the valuation of any public 
utility. 

Therefore, it is very important that 
the valuation of public utilities be carefully 
made, for an unreliable valuation breeds 
distrust everywhere and soon gets known. 
No banker will approve such a valuation, 
and ultimately it saps confidence. The 
otherwise successful utility will thereby be 
deprived of the backing it needs and will 
die of financial anaemia. 
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A. I. B. Convention in Kansas City Has 
Record Attendance 


Institute Reports Continued Growth in Membership and Enlarges 
Program of Departmental Conferences 


By D. Richard Young 


Special Correspondent for THe BaNnKERS MaGazine 


the American Institute of Banking, 

which took place in Kansas City, July 
13 to 17, was one of the most successful 
ever held, and was marked by a number 
of unusual features. 

“The most significant thing about this 
convention,” said Bruce Baird, the newly- 
elected president of the institute, “is the 
active interest shown in our educational 
work. The departmental conferences had 
a combined attendance the first day of over 
900 delegates, a large increase over any 
previous record. The programs, which 
covered a wide range of subjects, had been 
very carefully planned and we never before 
secured such a splendid list of speakers. 

“The A. I. B. has good reason to feel 
proud of the progress it has made during 
the last year under the able leadership of 
Edwin V. Krick, retiring president. While 
this period has not witnessed any sensa- 
tional changes, it has seen a steady and 
consistent growth in every department of 
our work and a gratifying increase in mem- 
bership. Education should be stressed as 
the back-bone of our organization. Last 
year our chapters had over 30,000 bank men 
and women enrolled as students.” | 

The cordial reception accorded the visi- 
tors, as well as the enjoyable program of 
business sessions and outside entertainment, 
were due in large measure to the Kansas 
City convention committee, of which Charles 
D. Hayward, of the First National Bank 
of Kansas City, was general chairman. 
Other members of this committee, repre- 
senting the leading Kansas City banks, in- 
cluded Mrs. Mary M. Miller, E. E. Amick, 
C. A. Brockhouse, P. W. Goebel, J. E. 
Hensley, Whitney Ogden, John Phillips, Jr., 
W. i. Potts, A. H. Smith and F. W. 
Wilson. Claude F. Pack, of the Home 
State Bank, is president of Kansas City 
Chap: a2 


Te twenty-third annual convention of 


Most of the delegates and guests arrived 
Monday, July 13, on several special trains 
from different sections of the country, and 
the official registration list showed over 
1500 from out of town, and, in addition, a 
large number residing in Kansas City. Two 
prominent members of the American Bank- 
ers Association, the “parent” of the A. I. B., 
were in attendance, John H. Puelicher of 
Milwaukee and P. W. Goebel of Kansas 
City. Convention headquarters were at the 
Hotel Muehlebach. 


The General Sessions 


The opening business session was held July 
14 at the Orpheum Theater, and was called 
to order by President E. V. Krick, with 
an invocation by Reverend J. H. Satterfield, 
of the Forest Avenue Baptist Church. 

Hon. Albert I. Beach, Mayor of Kansas 
City, welcomed the delegates. Incidentally, 
he told how their banners served a double 
purpose and created a personal interest in 
him. “When I returned yesterday from a 
vacation I found banners over the city read- 
ing ‘Welcome A. I. B.,’” he said, “and I 
thought it fine of the city to honor my re- 
turn in this way. But I found later, much 
to my chagrin, that my initials and the 
American Institute of Banking are the same, 
and no one even knew I was gone.” A re- 
sponse to these greetings was made by 
Vice-President Bruce Baird. 

President Krick, in his annual address, 
gave a review of the year’s work. “The 
purpose of the American Insitutue of Bank- 
ing,” he said, “is to increase the efficiency 
of the bank employee, and in a quarter of 
a century it has become one of the great 
educational organizations of America. Its 
enrollment is greater than the combined 
student bodies of Harvard, Yale, Cornell, 
Princeton, Chicago, West Point and An- 
napolis, yet so quietly does the institute 
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© c. BENNETT Moore 
BRUCE BAIRD 
New president of the American Institute of 
Banking, and manager foreign trade de- 
partment, New Orleans Bank and 
Trust Company 


operate that few people have any idea of 
its magnitude. Last year we had 30,000 
persons enrolled in courses, and next year 
will have more. ‘The institute is the one 
banking group of the country where em- 
ployees and officers of banks meet on com- 
mon ground—seeking knowledge of their 
profession. 

“It is just as important for the country 
banker to know his business as it is for 
the city banker. Heretofore our efforts 
have been concentrated in cities where large 
classes could be assembled, but last year 
we began to organize small country stud) 
groups and we shall continue that policy. 

“One of the most important phases of 
our work is the campaign of public educa- 
tion we are conducting. Last year the in- 
stitute sponsored 2000 lectures in schools, 
before civic organizations and social groups, 
in which speakers sought to explain to 
the layman the purpose of a bank and the 
methods employed in operating a banking 
institution. The public is woefully lacking 
in a general understanding of the banking 
business. Most people regard a bank as 


a depository where they place their money 


and then worry about getting it back. 
Banks serve two distinct purposes; namely, 
to assist in the accumulation of funds for 
individuals, and to make possible the <e- 
velopment of home districts, thus forming 
the business structure of a community.” 

Mr. Krick said one of the most 
spicuous facts he has noted in his travels 
over the country is the fact that women 
are becoming every day 
in the banking profession. 
were 29,000 women employed in_ banks,” 
he declared, “and I know 
where a woman sits in the president’s chair. 
Girls should prepare for the banking pro- 
fession because it is a profession which does 
not need to doff its hat to any other for the 
man or woman who really is industrious 
and ambitious.” 


con- 


more numerous 
“Last vear there 


several banks 


At this session annual reports were pre 
sented by Stephen I. Miller, national edu- 
cational director, and by Richard W. Hill, 
national secretary. 

An address entitled “Other Names for 
Money” by Reverend B. J. Evans of the 
First Baptist Church proved very interest- 
ing and inspiring. 

Other business conducted at the meeting 
included the reports of national committees 
and appointment of new committeemen, and 
the campaign speeches for the election of 
officers and members of the _ executive 
council. 


The Departmental Conferences 


The real work at a convention is accom- 
plished in the departmental conferences and 
declared that the this year 
The general chairman 


many series 
was without equal. 
of the conference committee was Charles A 
Schact of the Federal Reserve Bank of St. 
and the was divided into 
Audits and Examinations, Bank Adminis- 
tration, Investments, Business 
Development and Advertising, Checks and 
Collections, Credits, Foreign Trade and 
Foreign Exchange, Savings Banking and 
Trust Most of these subjects 
were treated at meetings occupying a fore- 
noon or afternoon of three days. 

The Audits and Examinations conference 
was led by S. A. Wardell, general auditor 
Federal Reserve Bank of Kansas City. 

William A. Budge, assistant cashier 5e- 
curity State Bank of Ogden, Utah, spoke 
on “Departmentalization of Commercial 
He pointed out that almost ever} 


Louis, program 


Bonds and 


Functions. 


Banks.” 
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bank, at its beginning, was a one-man 
iffair, with the officer in charge in touch 
with every transaction. As the bank grew, 
he still attempted to keep up the pace he 
had started, and although departments were 
designated, altogether too often the officer 
held strings on the work going through 
them instead of relying upon the men who 
should be held responsible, with the result 
that there was less feeling of interest and 
responsibility, so far as the department 
heads were concerned. Mr. Budge said the 
A. I. B. in Utah had done a great deal to 
give bank employees a keener insight into 
bank work and a more active interest in 
solving the problems that confront them, 
as well as to teach them the need for spe- 
cialization and systematic effort. In the 
co-ordination of departments, the auditor’s 
work is especially important, for he is di- 
rectly responsible to the board of directors 
and must check up on the work of each 
department to see that it is properly done. 

Paul H. Lipp, assistant chief clerk Pa- 
cific-Southwest Trust and Savings Bank of 
Los Angeles, delivered a paper on “Prac- 
tical Effective Audits.” He emphasized 
strongly the need of control systems which 
tend to make all transactions “water tight,” 
so to speak, to the end that frequent ex- 
haustive and expensive audits become un- 
necessary. The work of a number of de- 
partments was reviewed, including certifi- 
cates of deposit and cashiers’ checks, non- 
cash collections, city collections, country col- 
lections, file collections, and transactions of 
the bond department. 

Lack of space prevents the reprinting 
of these talks in more detail or giving ex- 
cerpts from a greater number of them. 
They will all be collected by the institute, 
to be published later in the complete pro- 
ceedings of the convention. Other addresses 
at the Audits and Examinations confer- 
ence were as follows: “What Should an 
Auditor’s Report Cover?” by Evan M. 
Johnson, auditor First National Bank of 
Minneapolis; “Value of Departmental Proof 
Sheets” by George W. Porter, branch audi- 
tor Federal Reserve Bank of Dallas, Hous- 
ton branch; “Fundamental Principles of 
Bank Auditing” by R. H. Brunkhorst, audi- 
tor Harris Trust and Savings Bank of 
Chicago; “Auditor’s Interest in Contingent 
Liabilities and Charged-Off Assets” by C. 
J. Jackson, State Bank of Chicago; “Ap- 
plication of Federal Income Tax Regula- 
tions i» Reserves for Contingencies” by 


PAUL B. DETWILER 


Vice-president of the A. I. B. and assistant 
cashier Philadelphia National Bank 


Theodore S. Cady, Fidelity National Bank 
and Trust Company of Kansas City; “An 
Innovation in Concealment” by J. C. Miner, 
treasurer Home Trust Company of New 
Castle, Pa.; “Routine Audits and Controls 
versus Periodical Proofs and Verification” 
by Donald R. Drew, assistant auditor Dex- 
ter Horton National Bank of Seattle; and 
“Advisability of Physical Control of Cash 
and Bearer Securities by Auditor” by 
Thomas J. Cox, Louisville branch, Federal 
Reserve Bank of St. Louis. 


Bank Administration 


By far one of the most interesting con- 
ferences was that on Bank Administration, 
led by Henry S. Cohen, vice-president Citi- 
zens and Southern Bank of Atlanta. 

Joseph J. Schroeder, executive secretary, 
Chicago Chapter, A. I. B. spoke on “How 
Large a Force is Required?” He stated 
that in banking, as in many other affairs, 
we are too prone to be looking over the 
fence and finding out what the other fellow 
is doing, instead of thinking the problem 
through and arriving at a solution based 
upon our own circumstances—circumstances 
which, after all, can never be exactly the 
same for two _ institutions. 
there is a certain value to be gained from 


Nevertheless, 











252 THE BANKERS MAGAZINE 





EDWIN V. KRICK 


Retiring vice-president of the A. I. B. and 
assistant vice-president of the Mercantile 
Trust Company of California, San 
Francisco 


an examination of the experience of others, 
and, with this in view, Mr. Schroeder pre- 
sented figures taken from a recent census 
covering the Chicago banks, which showed 
the number of employees per million dol- 
lars of deposits, number of officials, the 
ratio of men to women employees, the group 
of “service departments” as compared to 
“operating departments,” and special fac- 
tors to be considered in the case of very 
large and very small institutions. 

Other addresses at the Bank Administra- 
tion conference were as follows: “The Ex- 
ecutive and Bank Advertising” by C. H. 
Handerson, publicity manager Union Trust 
Company of Cleveland; “Economy and 
Efficiency” by Henry J. Mergler, assistant 
treasurer Union Trust Company of Cincin- 
nati; “Women’s Departments” by Miss Ida 
M. Henry, manager women’s department 
Citizens Trust Company of Utica, N. Y.; 
“Developing and Expressing Bank Person- 
ality” by Miss Julie Russel, service repre- 
sentative Union Trust Company of Detroit; 
“Free Service Given by Banks” by R. M. 
Philleo, vice-president Phoenix National Bank 
of Phoenix, Ariz.; “Methods of Purchasing 
Agents” by Fred J. Nelson, manager sav- 


ings department Washington Park National 
Bank of Chicago; “Points of Contact” by 
James K. Steuart, assistant treasurer Say- 
ings Bank of Baltimore; and “Uniform 
Banking Practices’ by W. H. Dressler, 
cashier Stock Yards National Bank of South 
Omaha, Omaha. 


Bonds and Investments 


The A. I. B. numbers among its members 
a great many who are engaged in the 
strictly investment banking field, as well as 
others who are interested in the subject of 
investments because of their connection with 
savings banks and trust companies. The 
Bonds and Investments conference was led 
by Claude R. Davenport, of Frederick E. 
Nolting & Company, Richmond. 

Stephen I. Miller, educational director of 
the institute, opened the session with an 
address on “Fundamentals of Investment,” 
which proved to his audience that he is not 
only an educator but an able economist and 
student of business conditions as well. Dean 
Miller was formerly head of the College of 
Business Administration, University of 
Washington, before coming to the institute 
two years ago. 

“Railroad Securities as Bank Investments” 
was the subject of a talk by D. Richard 
Young, of the National City Bank of New 
York. He spoke of the timeliness of such 
a discussion, due to the easy banking situa- 
tion and the present favorable public atti- 
tude toward the railroads, and sketched a 
picture of the American railroad industry 
as it exists today. During the last twenty- 
five years our population has increased by 
one-half, railroad mileage has increased one- 
third, while the volume of freight handled 
is three times as large, this unusual ac- 
complishment being due to the roads having 
been practically rebuilt during the period 
and to greater efficiency in operation, but 
this has meant huge demands each year for 
new capital. Other phases of railroading 
discussed included the effect on trade and 
industry of the enormous distribution of 
revenues, the subject of public regulation, 
methods of valuation, legality of bonds for 
savings banks and trust funds, equipment 
trust certificates, and the principal factors 
to be considered in selecting railroad secur! 
ties. Mr. Young urged on the part of bank- 
ers a greater study and understanding of 
the railroad industry, pointing out that 
among our major industries it ranks fore- 
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most, and is fully as basic as agriculture 
and the production of raw materials. 

Robert S. Mikesell, vice-president Stran- 
aha, Harris & Oatis, Inc. of Toledo, spoke 
on “Municipal Bonds.” After a description 
of the four principal classes of municipal 
bonds—namely; (1) direct general obliga- 
tion bonds; (2) general obligation bonds; 
(3) special assessment bonds; and (4) rev- 
enue municipals—Mr. Mikesell stressed the 
importance of considering carefully the 
standing and reputation of the investment 
house of issue, the securing of an unqualified 
legal opinion from a recognized municipal 
bond attorney and attaching such opinion 
to the bond, and the ratio of bonded debt 
to actual valuation, as contrasted with 
assessed valuation which is given so fre- 
quently. Well-chosen, general obligation 
municipal bonds, accompanied by a recog- 
nized legal opinion are a liquid and mar- 
ketable security, he said, and during a real 
crisis will command a ready market when 
listed and unlisted railroad and industrial 
bonds are salable only at great sacrifice. 

Other addresses at the Bonds and Invest- 
ments conference included: “Public Utility 
Bonds” by J. G. Klinginsmith, manager 
Harris, Forbes & Co., Pittsburgh; “In- 
dustrial Bonds” by Maurice K. Baker, 
vice-president Stern Brothers & Company, 
Kansas City; “The Trend of Bond Prices” 
by L. A. Morgan, bond department Detroit 
Trust Company of Detroit; “Organizing the 
Bond Department to Increase Sales” by 
James P. Ohlsen, assistant treasurer Mort- 
gage & Securities Company of New 
Orleans; “Foreign Government Bonds” by 
Clarence E. Cross, First Trust and Savings 
Bank of Chicago; “First Mortgage Real 
Estate Bonds” by Merrill C. Adams, vice- 
president and secretary Union Trust Com- 
pany of Detroit; “Selling Bonds tothe 
Bank’s Customers” by Miss Emma M. Hall, 
assistant cashier Commerce Trust Company 
of Kansas City; “Bonds as the Bank’s Sec- 
ondary Reserve” by Sam N. Foster, United 
States National Bank of Denver. 


Business Development and Advertising 


In banking, as in most other lines of busi- 


hess, tle leading positions and corresponding 
salaries go to the men in the “sales depart- 
ment,” who by proper publicity and solici- 
tation «in gain new accounts for their con- 
cerns. ‘ihe conference on Business Develop- 


ment an’! Advertising was in charge of O. F. 


Meredith, assistant cashier Bank of Ameri- 
ca, New York. 

“How to Get the Most out of Newspaper 
Publicity” was explained by Mark Bartlett, 
assistant publicity manager Hibernia Bank 
and Trust Company of New Orleans. He 
said that the advertising campaign should be 
carefully planned by considering carefully 
exactly the object desired, and studying the 
standing and effectiveness of the newspapers 
and other publications available. It is es- 
sential to realize the seasonal character of 
the various bank services offered, and to 
plan the new business campaign accordingly. 
The preparation of proper copy is of prime 
importance, and the advertisements should 
contain as much local material as possible 
and be frequently changed in order to hold 
the public’s interest. After the campaign, 
the advertising should not be entirely discon- 
tinued, he said, otherwise it will be missed, 
and then forgotten. 

F. M. Staker, manager publicity depart- 
ment Commerce Trust Company of Kansas 
City, gave an address on “Selling the Com- 
plete Service of the Bank to the Present 
Customer.” Economically speaking, the 
bank has three prime functions; namely, (1) 
to provide a safe and convenient depository 
for the circulating wealth of the commynity ; 
(2) to make that wealth available to the 
business of the community; and (8) to teach 
money-making and thrift. The present de- 
positor may be a good prospect for invest- 
ment offerings in bonds and mortgages, rent 
a safe deposit box for their safe keeping, 
establish a trust fund and have the bank 
attend to clipping coupons, etc., and open 
savings accounts for himself, his wife and 
children; while the women’s department may 
offer valuable service. The use of a central 
filing system was mentioned as furnishing 
good leads for the solicitation of business in 
all departments. 

There were other addresses at the Busi- 
ness Development and Advertising confer- 
ence as follows: “Methods of Securing New 
Leads for Commercial Business” by Allan 
B. Cook, assistant vice-president Guardian 
Trust Company of Cleveland; “Develop- 
ments in Bank Advertising” by Dale 
Graham, advertising manager Mississippi 
Valley Trust Company of St. Louis; “Com- 
petition for New Business” by William 
Feick, assistant vice-president Irving Bank- 
Columbia Trust Company of New York; 
“Securing New Business Through Present 
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Women delegates to the A. I. B. convention grouped together in front of the Hotel Muehlebach 


Customers” by William T. Killoren, adver- 
tising manager American Trust Company of 
Boston; “Present Costs of Advertising” by 
William F. Ritter, assistant treasurer Cen- 
tral Trust and Savings Company of Phil- 
adelphia; and “Possibilities of Bank Adver- 
tising” by W. H. Maxwell, Jr., advertising 
specialist, New York. 


Checks and Collections 


The routine work of a bank, such as 
bookkeeping, the handling of checks, collec- 
tion of country items, and the analysis of 
deposit accounts may not seem as interesting 
as certain other phases of the subject, but 
nevertheless it is one of the most important 
phases. The conference on Checks and Col- 
lections was led by Melvin H. Thies of the 
Union Trust Company, Chicago. 

“Checking Account Analysis and the Serv- 
ice Charge” was presented by Dale Graham, 
advertising manager Mississippi Valley 
Trust Company of St. Louis. The subject, 
he said, is one occupying the mind of the 
American banker today especially, due to the 
present low interest rates and the greatly 
slackened demand for loans. Earnings of 
many institutions have become decidedly 
slender, and banks have even been forced 
to cut into their surplus and _ undivided 
profits to keep up their usual dividend pay- 
ments. When the banker examines his 
expenses to discover possible economies, he 
finds two principal classes of unprofitable 
business—-the large active commercial ac- 
count and the small active checking account. 
The average man is fair-minded and does 
not want anybody to rob him, yet does not 
want to be the cause of anybody losing 
money, so that Mr. Graham feels it is wise 
to approach him on keeping balances suffi- 
cient to cover the cost of collections depos- 
ited and of checks drawn, or otherwise pay a 
monthly service charge. The _ different 
methods of analyzing accounts were dis- 
cussed briefly. 

The Checks and Collections conference in- 
cluded also the following addresses: “The 
Development and Usage of Checks as a 
Medium of Exchange” by John P. H. 
Brewster, assistant cashier Federal Reserve 
Bank of Cincinnati; “Methods of Check 
Posting—Individual Ledger Systems” by 
William B. Applegate, Illinois Merchants 
Trust Company of Chicago; “Dunning 
Drafts” by C. M. Vining, vice-president 
Commerce Trust Company of Kansas City; 
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“Collection Items at Place of Payment; 
System of Records; Method of Presentation” 
by J. C. Salvant, manager discount depart- 
ment Canal-Commercial Trust and Savings 
Bank of New Orleans; “Collection of Bill of 
Lading Drafts” by J. J. Creed, manager 
collection department Out-of-Town Office, 
Irving-Bank-Columbia ‘Trust Company of 
New York; “Standard Form of Collection 
Agreement” by Paul B. Detwiler, assistant 
cashier Philadelphia National Bank of Phil- 
adelphia; “The Collection of Country Bank 
Deposits” by A. R. Boethelt, manager 
transit department Union Trust Company of 
Cleveland; and “The Operation of the 
Transit Department of a Commercial Bank” 
by Harry B. Schreiner, manager transit de- 
partment First National Bank of Chicago. 


Credits 


The heart of every bank is its credit de- 
partment, and the interest which has always 
heen displayed in the Credits conference 
was not lacking at the Kansas City con- 
vention. The able chairman was Clarence 
Rt. Chaney, assistant cashier Northwestern 
National Bank of Minneapolis, who was 
president of the institute last year. 

“Credit Investigations in the Offices of 
Customers” was discussed by William M. 
Brandon, Iowa National Bank of Des 
Moines, who was formerly with the National 
Bank of Commerce in New York. The 
starting point for such a visit should be a 
proper introduction to the customer by some 
officer well known to him, while the purpose 
of the visit should be clearly kept in mind 
although it need not be mentioned to the 
customer. ‘The credit man may discuss gen- 
eral business conditions with the depositor, 
offer a line of credit, and secure additional 
information regarding the company’s finan- 
cial affairs. Certain items appearing in the 
financial statements may often be explained 


further, and special attention should be 
given to the merchandise inventory, the ac- 
counts and notes receivable, the plant and 
equipment, investment in and advances to 
affiliated concerns and other miscellaneous 
assets, while on the liability side, it is of 
interest to secure details regarding notes 
payable, accounts payable, reserves, de- 


ferred’ debt and contingent liabilities. The 
opera‘ing figures are also essential, he said, 


including sales, profits and dividends paid. 
James W. McElroy, assistant cashier 
Mercheuts National Bank of Baltimore, 


spoke on “The Value and Use of Agency 
Services,” pointing out the tremendous size 
attained by the leading commercial agencies 
and their widespread use by banks. He 
said it was especially valuable to get agency 
reports as a background for the credit 
folder when an investigation is started on 
a new name and emphasized the close rela- 
tion between the credit department and new 
business department in such cases. The re- 
ports also render valuable information re- 
garding trade checkings, fire losses, mort- 
gages, etc., while the rating books are of 
constant usefulness in checking notes which 
are presented for rediscount or as collateral 
for country bank borrowings, although in 
such cases it is often desirable to get the 
complete report and make an investigation 
also instead of relying solely on the rating 
given in the books. 

Other addresses at the Credits conference 
were as follows: “The Scope and Use of In- 
formation Secured at the Time of Opening 
the Account” by R. Jesse Chaney, Commer- 
cial National Bank of Washington, D. C.; 
“The Analysis of Statements” by Harold W. 
Scott, Bank of North America and Trust 
Company, Philadelphia; “Inter-bank Check- 
ings” by R. T. Marsh, Jr., Merchants Na- 
tional Bank of Richmond; “Trade Check- 
ings; (a) Direct, (b) Possibility and Value 
of Other Methods” by William G. F. Price, 
assistant cashier National City Bank of New 
York; “The Flow of Credit Information 
from Credit Department to Loaning Of- 
ficers and from Loaning Officers to Credit 
Department” by A. H. Bittenbring, Hibernia 
Bank and Trust Company of New Orleans; 
“The Importance of the Individual in Judg- 
ing a Credit Risk” by Caspar W. Clark, 
cashier National Bank of Commerce, Seat- 
tle; “Procedure in Dealing with Em- 
barrassed Concerns” by Samuel McFarland, 
assistant cashier Fifth-Third National Bank 
of Cincinnati; and “The Selection and Train- 
ing of Men for Credit Work” by A. B. 
Eisenhower, vice-president Commerce Trust 
Company of Kansas City. 


Foreign Trade and Foreign Exchange 


During recent years many bankers and 
other business men have expressed grave 
doubts as to whether the people of tthe United 
States, especially in the smaller cities in the 
interior and in rural communities, were in- 
terested in foreign trade, and have even 
questioned whether it is advisable for 
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The Texas A. I. B. contingent dressed as cowboys and cowgirls 


Americans to take any active participation 
in foreign affairs. The Foreign Trade and 
Foreign Exchange conference was in charge 
of Irving W. Lonergan, manager foreign 
department First National Bank in St. 
Louis. 

This question of “Is the Middle West 
Interested in Foreign Trade?” was consid- 
ered by Mr. Lonergan. His answer was 
decidedly “Yes,” and he cited figures show- 
ing that about 70 per cent. of the total ex- 
ports of the United States for the year 
1924 originated in the Middle West, with an 
aggregate value of $3,213,700,000. ‘This ter- 
ritory, which has about 5 per cent. of the 
world’s population, produces 20 per cent. of 
the world’s wheat and 60 per cent. of the 
corn. In the case of manufactured products 
also, the Middle West contributed 44 per 
cent. of the country’s total exports, with a 
value last year of $1,220,020,000. Mr. 
Lonergan feels that the strong reaction 
against participation in international af- 
fairs since the war is not justified, and that 
if one views the matter not from the stand- 
point of moral obligation but simply of 
business profit, it is difficult to defend this 
attitude of economic isolation which has 
been doing so much as injure our standing 
in foreign markets. He detects, however, a 
growing change in public sentiment and an 
increased interest in foreign trade and af- 
fairs which is very encouraging. 

“The Creating and Marketing of Bankers 
Acceptances” was the title of a paper pre- 
sented by Robert M. O’Hara, manager bill 
department Federal Reserve Bank of New 
York. Mr. O’Hara gave a very complete 
and interesting sketch of the history of the 
acceptance and the banking legislation that 
permits the use of acceptances in America, 
and then described the various types of 
bills that are handled in finance today. 


Different methods of selling these accep- 
tances to investors were then discussed. 
The Federal Reserve Banks are among 
the largest holders of such obligations. The 
excellence of this class of paper for short 
time investment by banks as a secondary 
reserve is assisted by the discount market 
developed by banks and discount houses 
in the larger cities, where the bills may 
be sold at a moment’s notice whenever the 
holder desires to dispose of them and 
realize cash for more active business de- 
mands. 

The Foreign Trade and Foreign Exchange 
conference included also the following ad- 
dresses: “Financing Foreign Trade Through 
the Port of Baltimore” by Harvey E. 
Emmart, manager commercial credit de- 
partment Baltimore Trust Company of 
Baltimore; “Foreign Exchange for Our 
Resident Foreigner” by O. D. Metzler, 
assistant manager foreign department Dol- 
lar Savings and Trust Company of Youngs- 
town; “What Europe Paid for Peace” by 
David B. Bunim, secretary commerce and 
marine commission, American Bankers As- 
sociation; “Foreign Exchange Problems in 
Peru” by J. B. McCarter, accountant Lima 
branch of the National City Bank of New 
York; “What the Department of Commerce 
is Doing to Make Exporting Safer for 
American Exporters” by A. S. Hillyer, chief 
commercial intelligence division Department 
of Commerce, Washington, D. C.; and “The 
Use of Through Bills of Lading” by R. J. 
Desmond, foreign banking department First 
National Bank of Chicago. 


Savings Banking 


The savings banks have always held an 
important place in our economic and social 
life, in gathering together the small savings 
of the individual, and making them avail- 
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able through the purchase of bonds and 
stocks for the financing of our great rail- 
roads, public utilities and industrial con- 
cerns. Stephen G. Eldred, secretary of the 
Savings Bank of Utica, N. Y., led the 
Savings Bank conference, the purpose 
of which was designated for people en- 
gaged in stock and mutual savings banking 
as well as those in the savings departments 
of commercial institutions. 

“How Can the Principles and Services of 
Savings Banking be Best Sold to the Com- 
munity?” was the title of an address by 
L. A. Clausen, publicity manager Henne- 
pin County Savings Bank of Minneapolis. 
He feels there is great need for aggressive 
advertising on the part of savings banks 
because of the competition for the savings 
of the people by building and loan associa- 
tions, public utility and other companies 
selling stock and bonds, and free expendi- 
tures for automobiles, gasoline and other 
luxuries. While the United States boasts of 
the millions of savings accounts there are 
in this country, yet the number of deposit 
and charge accounts. the stores of the coun- 
try have make savings banks seem small in 
comparison. Any advertising campaign 
should be carefully planned from the stand- 
point of the particular community and par- 
ticular bank, publicity matter should be 
alive and up-to-date, the bank’s financial 
statement should not be merely published 
but explained so that the man in the street 
can understand the significance of each item. 
A strong tribute was paid to the valuable 
work that has been done by the American 
Institute of Banking along the lines of 
educating the public as to services given 
by banks. Mr. Clausen made the sugges- 
tion that groups of banks in a community 
combine for a series of advertisements on 
banking and thrift to run in the local 
hewspapers. 

H. M. Beardsley of Kansas City is not 
a banker but an attorney-at-law, and gave 
an address entitled “What do People on 
the Outside Think of Savings Banking?” 
He believes that when our people generally 
see the advertisements of plans for savings 
and of the rewards to come therefrom, there 
is always a mental approval of what is be- 
ing done. There has been a large spirit of 
thrift in the United States in recent months. 
The attitude of our Government at Wash- 
ington \{th its advocacy of thrift in gov- 
ernment :dministration has worked its way 
down though the masses of the people and 
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the rapidly increasing volume of deposits 
in all the banks of the United States is 
in considerable part the result of this spirit. 
He commended the appeal made to the 
young—to the heads of families—to those 
in all walks of life who wish to get on in 
the world—to that large number who have 
not yet determined, but who should de- 
termine to get on. The savings banks are 
helping individual men and women to find 
for themselves more contentment and hap- 
piness and more prosperous living; to make 
better citizens, to do away with the spirit 
of unrest and antagonism to existing insti- 
tutions, to create more love of country and 
more interest in its welfare and in the per- 
petuity of its institutions. 

Other addresses at the Savings Banking 
conference included: “The Story of Savings 
Banking” by Robert F. Nutting, assistant 
treasurer Home Savings Bank of Boston; 
“Aims and Ideals of Savings Banking To- 
day” by Joseph A. Seaborg, treasurer 
United States Savings Bank of New York; 
“After an Account is Opened—What?” by 
James K. Steuart, assistant treasurer Sav- 
ings Bank of Baltimore; “Personal Serv- 
ice Department—Why?” by Miss Adeline 
Evans Leiser, director personal service de- 
partment Bowery Savings Bank of New 
York; “Is there any Proper Relation Be- 
tween Savings Banking and Life Insurance, 
and If So, What?” by A. C. Robinson, 
president Peoples Savings and Trust Com- 
pany of Pittsburgh; “General Principles 
for Investing Savings Bank Funds” by H. 
C. Bryant, assistant secretary Washington 
Mutual Savings Bank, Seattle; “Real Estate 
Mortgages” by Edmund E. Morris, treasurer 
Fidelity Savings Trust Company of Kansas 
City; and “What Service Should a Savings 
Bank or a Savings Department Give Its 
Depositors in Connection with their Personal 
Investments?” by Ernest L. Johnson, assist- 
ant to manager savings department Harris 
Trust and Savings Bank of Chicago. 


Trust Functions 


In the development of our banking system 
the trust companies have occupied an im- 
portant place, and their growth during re- 
cent years has been particularly rapid, due 
to the somewhat broader legal powers they 
enjoy and to the greater use of trust com- 
panies by corporations and individuals alike. 
The Trust Functions conference was led 
by R. R. Bixby, assistant trust officer Mer- 
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The long and short of it from Dallas, Texas 


cantile Trust Company of San Francisco 
Frederick W. Gehle, vice-president, Me- 
chanics and Metals National Bank of New 
York, who is an old friend of the A. I. B., 
gave a very interesting and helpful address 
on “Methods of Securing New Trust Busi- 
ness.” 
Members of 
discussed by 


“Educational Program for 
Departments” 
William H. A. Johnson, assistant secretary 
Continental Trust and Savings Bank of 
Chicago. He stated that trust banking is 
a specialized occupation that should rank 
as a profession along with the legal or medi- 
cal profession, and that in the past too 
often the trust officer was selected without 
sufficient regard for the requisite qualifi- 
The officer is 
fronted by two problems—the securing of 


Trust was 


cations. average trust con- 
new business, and the personnel to effec- 
tively administer it. It was suggested that 
the colleges of commerce in our universi- 
ties should establish courses leading to the 
degree of Bachelor of Trust Administration 
(B. T. A.) and mentioned that a start has 
heen made by a few schools and by the 
chapters of the American Institute of Bank- 
ing. An outline was presented of the chief 
subjects to be studied in a trust course. 
The Northwestern Mutual Life Insurance 


Company's general agent in Kansas City, 
lawrence F. Larson, delivered an address 
on “Co-operation of Life Insurance Com- 
panies with Trust Companies.” He stated 
that our trust companies at the present 
time are advertising insurance in a wonder- 
ful way by advising their clients of the 
necessity of carrying an adequate amount 
of life insurance, that the 
companies are anxious to do anything in 
their power to reciprocate the friendly ex- 
pressions. After sketching the place and 
importance of insurance in our economic 
life, Mr. the numerous 
cases where trust companies co-operate with 
the insurance companies in establishing trust 
funds for their depositors and in adminis- 
tering such funds for the beneficiary. He 
urged closer personal contact between the 
men of these two fields and assured the 
audience of the mutual advantage that 
would come from a closer relationship. 
Other talks at the Trust Functions con- 
ference “Life Insurance Trusts” 
by Judge Thomas C. Hennings, vice-presi- 
dent Mercantile Trust Company of St. 
Louis; “Agency, Custodian, and Safekeep- 
ing Accounts” by J. E. McGuigan, trust 
officer Humboldt Bank of San Francisco; 
“Escrows” by John C. Campbell, superin- 
tendent of escrows Pacific-Southwest Trust 
and Savings Bank of Los Angeles; and 
“Fundamentals of Internal Operation” by 
Allan B. Hussander, assistant secretary 
Illinois Merchants Trust Company of Chi- 


cago; 


and insurance 


Larson discussed 


included: 


Question of Tax Free Securities 
is Debated 


Easily one of the most interesting events 
of the convention was the national debate. 
on the questtion; “Resolved, That the right 
to issue tax free securities should be abol- 
This subject is receiving much at- 
tention at the present time due to the con- 
munici- 


ished.” 


tinued large issues of bonds by 
palities for roads and other public improve- 
ments and the resultant increase in local 
taxation. According to the constitution 0! 
the United States, such issues are exempt, 
so that to make them subject to taxes 
would necessitate an amendment to the Fed- 
eral constitution. The affirmative was 
argued by Yakima County Chapter, whos 
team consisted of J. W. Brislawn, A. Y 
Holm, A. M. Johnson and Emery F. Sperry; 
alternate, while the negative was upheld 
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by the Des Moines Chapter team composed 
of William M. Brandon, G. A. Tunbleton, 
Cc. L. Varnum and George Nissley, alternate. 
The decision of the judges was unanimous 
for the affirmative side, arguing for the 
abolition of exemption. After the debate, 
one of the judges made the comment that 
the Yakima team were the best talkers he 
had ever heard, and that they were wasting 
time in the banking business— they should 
be lawyers. 

A Public Speaking and Debate confer- 
ence occupying one morning was largely 
attended, and was led by Caspar W. Clarke 
of the National Bank of Commerce, Seattle, 
who is chairman of the public speaking and 
debate committee. Other general confer- 
ences were those of the Chapter Presidents, 
led by L. A. Dyregrov of the First National 
Bank, Minneapolis; Publicity, led by 
Whitney Ogden of the Fidelity National 
Bank and Trust Company, Kansas City; and 
Public Education, led by P. R. Williams of 
the Commercial National Bank, Los Angeles. 


Women are Bankers, Too 


The part women are taking in banking 
and their interest in this work, was evi- 
dent from the registration and attendance 
at conferences. Although only about 14 per 
cent. of the association’s 52,000 members 
are women, the number of women among 
the 1500 delegates ran up to probably 35 per 
cent. 

The convention program included several 
events particularly for women, beginning 
with a reception and card party the first 
night, and the Women’s Pioneer Dinner the 
second evening. On July 16, a conference 
of women delegates was held, starting with 
a breakfast and lasting the entire forenoon. 
Mrs. Helena D. Reed of the Lincoln Na- 
tional Bank, Washington, D. C., who is 
chairman of the national women’s committee, 
presided. Two addresses worthy of note 
were given, by Miss Nora Kirch, manager 
women’s department Louisville Trust Com- 
pany on “Our Tomorrow,” and by Mrs. 
Emily Newell Blair, first vice-chairman, 
National Democratic Committee on “State 
Responsibility or State’s Rights—A Con- 
structive Policy.” President Krick . and 
Vice-president Baird spoke briefly, and 
greetings were presented by Miss Annette 
Moore and Mrs. Mary-M. Miller, represent- 
ing the Kansas City Chapter and conven- 
tion committee. 


Dallas in 1926 


The final general session, on July 17, was 
featured by a noteworthy address by Dr. 
H. A. Morgan, president University of 
Tennessee, on “A Better Knowledge of Our 
Economic Background for Our Future 
American Program.” 

This session also included the balloting 
for new officers and members of the execu- 
tive council, all of whom had been carrying 
on active political campaigns during the 
week and had appeared the previous evening 
before the “caucuses” of the several chap- 
ters. 

Bruce Baird, vice-president, was elected, 
without opposition, to the office of president 
for the coming year. Mr. Baird’s con- 
structive work last year in the national or- 
ganization as well as his long record of 
successful achievement in the affairs of New 
Orleans Chapter are too well known to re- 
quire comment. 

Paul B. Detwiler, Philadelphia’s can- 
didate, was elected vice-president, defeating 
Henry J. Mergler of Cincinnati in a spirited 
race. Mr. Detwiler is assistant cashier of 
the Philadelphia National Bank and, in his 
fifteen years’ institute work, has held every 
chair in the local chapter as well as many 
national offices. Last year he served on the 
finance, public affairs and public education 
committees of the A. I. B. and also acted 
as chairman of the committee on public 
education of the Pennsylvania Bankers 
Association. 

Four new members of the executive coun- 
cil were elected—J. Martyn Turner, assist- 
ant cashier Bank of Italy, San Francisco; 
Harry F. Manor, assistant secretary Ohio 
Savings Bank and Trust Company of 
Toledo; Paul P. Brown, secretary North 
Carolina Bankers Association; and Callan 
E. England, assistant cashier England Na- 
tional Bank, Little Rock. Tulsa’s candidate, 
George A. Gunn, assistant cashier of the 
Exchange National Bank, was defested 
after making a strenuous campaign. 

Dallas will be the seat of next year’s 
convention, according to a unanimous vote 
of the delegates. The “Lone Star State,” 
whose territory covers one-tenth that of 
the entire United States, and which is 
famous for its record cotton and cattle 
production, is also well known for its beauti- 
ful women. Several of them, in fact, were 
to be seen at this convention; which pos- 
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sibly explains why the voting was so en- 
thusiastic for Dallas next year. The last 
A. I. B. convention in Texas was in 1914. 
The Texas contingent furnished a sur- 
prise to the convention when one day they 
dressed as cowboys and cowgirls, with guns, 
‘n’everything. This occurred at the outing 
to Longview Farm, located some twenty- 
five miles outside of the city, where the 


hundreds of visitors were taken in private 
automobiles driven by Kansas City bankers. 
R. A. Long, president of the Long-Bell 
Lumber Company and the owner of the farm 
was a gracious host. In a brief speech of 
welcome, Mr. Long complimented the crowd 
for acting as “human beings,” instead of as 
the hard-headed and hard-hearted bankers 
he so often found them when at their desks. 


he 


How Bank Employees Can Gain Business 


and Good Will 
By Alfred C. Bossom 


from all stations of life and different 

circles of acquaintances. Therefore, 
each, if properly charged with ammunition 
can be made a very valuable asset in the 
bank’s development. In these days of ac- 
tive banking competition a bank must have 
some definite policy; some fixed impression 
that it wants to create in the minds of its 
customers and prospective customers, which 
will make it more desirable for certain cus- 
tomers to do business with it than with any 
of its competitors. 

For that reason, every bank should defi- 
nitely codify its intentions, its desire, the 
type of business it wants to get, and the 
type of clients it wishes to do business with, 
and work out the reason why it is an ad- 
vantage to these people to do business with 
the particular bank in question. This pro- 
gram should be printed, and should be the 
bank’s working constitution. All of the 
bank’s employees should receive copies of 
this printed statement. The officers should 
lecture the employees on this plan and the 
various executives should explain, each in 
his own language, and as often as practi- 
cable, to the employees what the bank stands 
for, why, and the advantage that any cus- 
tomer has by doing business with this par- 
ticular bank. 

With this procedure every one of the em- 
ployees of the bank would be telling a par- 
allel story among his individual friends and 
acquaintances. This has a vastly greater 


Jk employees of a bank are drawn 


accumulative value than if each, in his own 
individual way, tells his own indefinite story. 
Too many versions would actually compete 
with each other, thereby destroying the 
value of the other employees’ efforts. 


Methods Whereby Employees Can Aid 


Then, as to the methods whereby the em- 
ployees in the bank itself can aid the de- 
velopment of the bank’s prosperity. The 
man in the cage, of course, should be courte- 
ous, painstaking, considerate in every sense 
clean, tidy and helpful in all ways possible. 
Any information gathered from the handling 
of the accounts, or the people in question, 
should be immediately turned over to one 
of the officers so that he can write a letter 
of congratulation or sympathy on any oc- 
casion that justifies this—strictly a personal 
note. 

The average bank has between 10 and 15 
per cent. of remunerative accounts; 15 or 20 
per cent. which are more or less neutral; and 
the remainder show a loss, or have latent 
possibilities for future profit. The object 
of any bank should be to encourage the first 
proportion, that is the 10 to 15 per cent. that 
are paying and which actually carry the 
bank. It should be the policy of a banker 
to analyze his community, and see all his 
prospects in this way and let his various 
employees know who these people are, either 
dividing them up himself among his officers 
or his assistants. When they get the op- 
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portunity, they should follow up these best 
prospects. 

The bookkeeping department and _ the 
credit department are at all times having 
a bird’s-eye view of every account. These 
people should be requested daily to provide 
the officers with lists of depositors who are 
making unusual progress, or having unusual 
set backs. Even if the condition is. more 
or less regular in either direction, this should 
be particularly called to the officers’ atten- 
tion so that they may personally follow this 
matter up, either with a personal telephone 
call, visit, or friendly letter; all, of course, 
being conducted along the lines of the defi- 
nite policy of the bank’s constitution. 


Keeping Record of Employees’ Efforts 


A very accurate record should be kept of 
the employees’ efforts in this direction. It is 
a great help to have some emblem 
given in the way of a ring or a scarf pin 
that could be worn only by those who have 
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reached a certain amount of results and 
accomplishment in such activities. The re- 
sults should be tabulated and put before 
the president and the salaries committee 
every three months, so that they can write 
the various employees thanking them for 
what they have done. At the close of each 
year, initiative could be recognized in some 
practical manner—by promotion, increases 
in salaries, some money prizes or in any 
form that may be found desirable. When 
it is realized the great number of employ- 
ees a bank has, and also that every evening 
when they go home they should have a 
definite story to tell—if they will tell the 
story they cannot but help bring benefits 
to the institution. But, before they can 
do so effectively it is up to the bank to es- 
tablish a policy, notifying all employees defi- 
nitely what this policy is, and why. By 
that means the bank will encourage an es- 
prit de corps which cannot be created by 
any other means. 


Building and Loan Association Assets Increase 
Twenty Per Cent. in Year 


! the recent convention of the United 
A States League of Local Building and 
Ian Associations, H. F. Cellarius, secre- 
tary, announced that there are now 11,844 
building and loan associations in the United 
States, with a total membership of 8,554,352, 
and assets aggregating $4,765,937,197. This 
is a gain of 18.76 per cent. in membership 
over last year, and an increase in assets of 
20.87 per cent over last year. It took the 
building and Joan associations the first 
sevent;-five years of their existence to ac- 
cumulate assets equal to the growth last 
year. ‘Total resources are now over five 
times what they were fifteen years ago. 

The increases by states are as follows: 


New Jersey, $197,084,169; Ohio, $117,145,- 
131; Pennsylvania, $115,000,000; Massachu- 
setts, $47,207,279; Illinois, $41,233,691; New 
York $34,557,000; Wisconsin, $25,190,245; 
Indiana, $24,042,967; California, $23,416,684 ; 
Texas, $21,943,756; Louisiana, $19,034,544; 
Missouri, $18,181,767; Nebraska, $14,223,064; 
Washington, $12,301,435; Kansas, $12,239,- 
958; North Carolina, $12,049,626; Oklahoma, 
$11,977,388, and Michigan, $11,536,832. It 
is interesting to note that New York State,. 
which so often tops the list of gains in other 
banking fields, is by no means the leader in 
the gains in assets among the building and 
loan associations. 
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Eastern States 


Comprising New York, New Jersey, Penn- 
sylvania and Delaware. 


CONVENTION DATES 


American Bankers Association—at Atlan- 
tic City, September 28-October 1. 

Association of Bank Women—at Atlantic 
City, September 28-October 1. 


HALL ON LONG VACATION 


Harry T. Hall, vice-president of the Bank 
of the Manhattan Company, New York, has 
been given a vacation extending from July 
9 to the end of September and is spending 
it motoring through Europe. 


NATIONAL CITY PROMOTES 
MARTYN 


Geoffrey A. Martyn, who has been with 
the National City Bank, New York, since 
1917, has been appointed an assistant vice- 
president and will be assigned to the Cuban 
district at the head office in New York. 


NEW VICE-PRESIDENT FOR 
MANUFACTURERS TRUST 


Louis P. Christenson has been elected a 
vice-president of the Manufacturers Trust 
Company, New York. Mr. Christenson was 
formerly with the National Bank of Com- 
merce in New York as manager of the credit 
department, and later, as second vice- 
president. 


W!THDRAWS FROM CLEARING 
HOUSE 
The National Butchers and Drovers Bank, 
New York, has withdrawn from member- 
ship in the New York Clearing House. ‘The 
bank f-els that its best interests will be 


served by making use of the more convenient 
Federal Reserve Bank. 


THAYER’S LONG SERVICE 
RECOGNIZED 


J. Van Buren Thayer, vice-president of 
the Central Union Trust Company, New 
York, who has been with the Central Union 
for fifty-three years, was presented with 


J. VAN BUREN THAYER 


Vice-president Central Union Trust Company, 
New York, who recently completed his fifty- 
third year of service with that bank 


a resolution from the directors, a_ short 
while ago, in recognition of his long service. 
He is still actively engaged in the work 
of the bank. 

His son, T. C. Thayer, is a deputy comp- 
troller of the Seamen’s Bank for Savings. 
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VEIL ASSISTANT CASHIER, 
NEW YORK TRUST 


Lucien Veil has been appointed an assist- 
ant cashier of the New York Trust Com- 
pany, New York. 


PROMOTION AT GUARANTY TRUST 
COMPANY 


J. L. Cleveland, Jr., formerly assistant 
secretary of the Guaranty Trust Company, 
New York has been appointed an assistant 
vice-president. 


CHANGES AT SEABOARD NATIONAL 


C. C. Fisher, assistant cashier of the Sea- 
board National Bank, New York, since 1916, 
has been promoted to cashier. C. Howard 
Marfield, formerly vice-president and cash- 
ier, will continue as vice-president. Cor- 
nelius J. Murray, F. Rogers Parkin and 
Hermann G. Place, assistant cashiers have 
been appointed assistant vice-presidents. 


ROSE APPOINTED ASSISTANT 
CASHIER 


Andrew B. Rose has been appointed an 
assistant cashier of the Coal and Iron Na- 
tional Bank, New York. 


TWO NEW BANKS IN NEW YORK 


James J. Riordan, former president of 
the United States Trucking Corporation, 
New York, is organizing the New York 
County Trust Company, 82 Eighth avenue, 
which will begin with $500,000 capital next 
November. 

Application has been made to the Comp- 
troller of the Currency to organize the Cen- 
tral National Bank of the City of New 
York, with a capital of $2,000,000. 
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CABLE LEAVES GUARANTY 
COMPANY 


Arthur G. Cable, who has been a vice- 
president of the Guaranty Company of 
New York, in charge of its Chicago office 
for the last five years, has resigned to ac- 
cept a partnership in Shearson, Hammill & 
Company. Mr. Cable was formerly the Chi- 
cago manager of Montgomery & Company. 


FEDERATION BANK INCREASES 
CAPITAL 


The Federation Bank, New York, has 
voted to increase its stock from $250,000 to 
$750,000. The stock will be issued at the same 
price as the original stock, viz., $200 per 
share, making the capital and surplus $1,- 
500,000. The new issue will be limited as 
heretofore, no union being allowed more than 
fifty shares, and no individual more than 
twenty-five shares. The bank wants a still 
wider diversification of ownership, with 
more unions and more of their members as 
stockholders. 


BANKERS GOING TO EUROPE 


Samuel McRoberts, chairman of the 
Chatham Phenix National Bank and Trust 
Company, New York; S. H. Miller, vice- 
president of the Chase National Bank, New 
York; and Case R. Howard, New York 
traveling representative of the Canadian 
Bank of Commerce, recently sailed for 
Europe. 


BANKERS RETURNING FROM 
EUROPE 


G. Kaufman, 


president of the 
Chatham Phenix National Bank and Trust 
Company, New York; Harvey D. Gibson, 


Louis 
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Pride Mark 


of a 
Real Bank 


Big Enough—to handle any 
financial transaction, nation- 
al or regional, in an efficient 
manner. 


Small Enough—to consider 
every account as deserving 
our best efforts, knowing 
that our growth depends on 
our customers’ success. 


The, 


with which is affilhated the 
Trust C 


Federal C 





Old Enough—to apply to your 
bank-building problems 67 
years of practical banking 


experience. 


Young Enough—in spirit to 
bring the enthusiasm of 
aggressive officers and a pro- 
gressive board of business 
men into action in behalf 
of our patrons. 


Strong Enough—to offer the 
basis of absolute confidence 
in our resources of more 


than $100,000,000.00. 


























president of the New York Trust Company, 
New York; and William F. Fitzsimmonds, 
president of the American Union Bank, 
New York, have recently returned from 
Europe. 


NATIONAL BANK OF GREECE TO 
OPEN NEW YORK AGENCY 


The National Bank of Greece is planning 
to open an agency in New York City, to 
deal directly in exchange and invest funds. 
FIRS! NATIONAL, PHILADELPHIA, 
ABSORBS CENTENNIAL 


Arrangements have been completed to 
merge the Centennial National Bank, Phila- 
delphia, Pa., into the First National Bank 
of that city. Stockholders of the Centen- 
nial National Bank will receive one and one 
half shares of First National Bank stock 
for each share of Centennial stock. 

The Centennial National Bank was or- 
ganized in 1876 the year of the centennial, 
and jts first office was in the Centennial 
Exhibition grounds. Its first president was 
E. A. Robbins. Since it was announced that 


the Pennsylvania Railroad would locate its 
new Philadelphia terminal just across the 


BUSINESS 


THE WHISPERING GAME—SH-H-H! 
(Start with No. 1) 





From the Corn Exchar.ge, monthly publication 
of the Corn Exchange National Bank, 
Philadelphia, Pa. 





VAULT DOORS 


E are the sole manufacturers licensed 
to use DONSTEEL in Bank Vault 


Construction. 


The ONLY metal that 


1. Cannot be penetrated by 
OXY-ACETYLENE TORCHES 


2. Cannot be penetrated by DRILLS 
3. Cannot be shattered by EXPLOSIVES 


ina burglarious manner. 


THE MOSLER SAFE CO. 


375 BROADWAY, NEW YORK, N.Y. 
FACTORIES - - HAMILTON, OHIO. 


Branches in all principal cities 


BOSTON BALTIMORE CHICAGO KANSAS CITY 
~ CINCINNATI ST. LOUIS LOS ANGELES SAN FRANCISCO 
PORTLAND SEATTLE ATLANTA NEW ORLEANS 

~ DA! LAS CHARLOTTE 
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street, control of the Centennial was con- 
sidered by the Philadelphia National Bank 
and the Franklin National Bank, in ad- 
dition to the First National. 

Livingston E. Jones is president of the 
First National Bank and Edward M. Mal- 
pass is president of the Centennial National 
Bank. The same management will probably 
direct the activities of the Centennial when 
it becomes an additional office of the First 
National. 


FRANKLIN TRUST, PHILADELPHIA, 
CELEBRATES ANNIVERSARY 
IN NEW HOME 


On June 23, the Franklin Trust Company, 
Philadelphia, Pa., celebrated the first an- 
niversary of the opening of their new build- 
ing on Fifteenth and Chestnut streets. 
During the year $500,000 has been added 
to surplus, deposits have increased $7,139,- 
328, resources have increased $7,427,744, and 
the dividend rate has been increased from 
10 per cent. to 12 per cent. 


VEGHTE HEADS NEW BRUNSWICK 
TRUST 


Charles B. Veghte has been elected presi- 
dent of the New Brunswick Trust Company, 
New Brunswick, N. J., to succeed the late 
Albert Jefferson Jones. 


LABOR BANK OPENS IN NEWARK 


The Labor Co-operative National Bank, 
Newark, N. J., opened on June 29, with 
$250,000 capital and $125,000 surplus. 


UNUSUAL ELECTRIC SIGN FOR THE 
LIBERTY BANK OF BUFFALO 


One of the largest bank signs in the world 
is to be erected on the roof of the Liberty 
Bank of Buffalo. It will be 90 feet long and 
31 feet in height, and its letters will be 
10 feet tall. It is of a double design and, 
therefore, the words “Liberty Bank” with 
which it is to be emblazoned, can be read 
in all directions for three miles by the un- 
aided eye. Its light, however, in a mass 
would be observed as a beacon for a con- 
siderable distance. 

The steel and iron work supporting it 
will weigh approximately thirty tons, says 
Alfred C. Bossom, of New York City, archi- 
tect of the new building which this emblem 
is to surmount. Many miles of electric wir- 


ELK STREET MARKET BRANCH OF 
PEOPLES BANK OF BUFFALO 
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§ Within this Circle is the Whole- 
sale Fruit, Produce, Butter and 
Egg, Poultry and Grocery District 
of Buffalo. Also here are located 
Brokers in the above lines, and the 
Cold Storage Houses. 


Our location insures speedy 
handling of collection items. 


THE PEOPLES BANK 
OF BUFFALO 





ing will supply the two rows of fifty watt 
daylight lamps used in each of the huge 
letters. 

Owing to the large area of the roof of 
this twenty-two story banking institution, 
the sign will be placed in a most favorable 
position. Experts in outdoor advertising 
consider it unusually effective for night dis- 
play against the dark background of the 
sky, and also regard it valuable for the day, 
as the bold lettering has a high visibility 
in sunlight. 

The installation of this sign is indicative 
of the tendency of banks to use illuminated 
displays of all kinds. 


SMELTZER HEADS KEYSTONE 
TRUST, HARRISBURG 


Harry S. Smeltzer has been elected presi- 
dent of the Keystone Trust Company, Har- 
risburg, Pa., to succeed the late James F. 
McCullough. In 1916, when the Keystone 
Bank was organized Mr. Smeltzer became 





THE BANKERS MAGAZINE 


HIS BANK offers com- 

plete facilities for the 
transaction of every kind 
of banking business. 


Collections made promptly and 
on favorable terms on every 
part of the world 


Foreign Exchange Bought 
‘and Sold 


Commercial and Travelers’ 
Letters of Credit 


Correspondence and 
inquiries invited 
Capital - $3,000,000 


Surplus and 
Profits - 9,000,000 


E. F. SHANBACKER 
President 


“ Ohe 


FOURTH SIREET 
NATIONAL BANK 


Philadelphia 


its cashier, becoming a vice-president and 
cashier when it was merged into the Key- 
stone Trust Company in 1924. 

Eli N. Hershey of the Hershey Creamery 
Co., was elected vice-president to succeed 
Mr. Smeltzer. Harry L. Brightbill, secre- 
tary of the Keystone Trust was elected 
secretary-treasurer, to take over a part of 
Mr. Smeltzer’s former duties. 


CALLERY HEADS DIAMOND 
NATIONAL, PITTSBURGH 


James Dawson Callery has been elected 
president of the Diamond National Bank, 
Pittsburgh, Pa., to succeed the late William 
Price. Mr. Callery began his business career 
in his father’s leather manufacturing plant. 
He later became interested in street rail- 
way interests in Pittsburgh, and is now 
chairman of the board of the Philadelphia 
Company, which owns the Pittsburgh Rail- 
ways Co. 


BETHLEHEM STEEL EARNINGS 
HOLDING UP WELL 


Total income of the Bethlehem Steel Cor- 
poration for the second quarter of 1925 
amounted to $9,708,528 as against $10,399,- 
316 for the first quarter of 1925 and $7,- 
400,894, for the second quarter of 1924. 

President E. G. Grace, in commenting on 
the report, said: “Earnings, after all 
charges and preferred dividends, amounted 
to $1.81 per share on the common stock, or 
at the annual rate of $5.24. Earnings for 
the previous quatter were $1.66. Total 
earnings for the first six months were $2.97 
per share. Earnings for second quarter of 
1924 were 11 cents per share and for the 
first six months of 1924 $2.02 per share. 

“Operations throughout the quarter aver- 
aged 67.1 per cent. of capacity as compared 
with 77.5 per cent. the previous quarter and 
47.7 per cent. for the same period of 1924. 
Current operations are at the rate of 56 
per cent. of capacity as compared with 31.1 
per cent. for July a year ago. 

“Value of orders on hand June 30, 1925, 
was $50,342,813, compared with $65,921,289 
at the end of the previous quarter and 340,- 
196,938 the same time last year.” 




















Seventy-Five Years Young 


On August 15th the “Old Marine” cele- 
brates its seventy-fifth birthday, and on 
that occasion wishes to thank each of you 
for its good fortune, and wishes to each 
of you many like happy birthdays. 


MARINE 


TRUST COMPANY 
ot Buffalo 


Resources over 


One Hundred Sixty Millions of Dollars 





























New England States 


Comprising Maine, New Hampshire, Ver- 
mont, Massachusetts, Connecticut, and 
Rhode Island. 


HARVARD TRUST COMPANY BUYS 
MANUFACTURERS’ NATIONAL 


The Harvard Trust Company, Cambridge, 
Mass., has purchased a majority of the 
stock of the Manufacturers’ National Bank, 
Cambridge, Mass. The Harvard Trust Com- 
pany now operates three offices and the 
combined resources of the commercial, sav- 
ings and trust departments total approxi- 
mately $25,000,000. 


FROST JOINS CAMBRIDGE TRUST 
COMPANY 


Lloyd A. Frost, formerly vice-president 
and treasurer of the Guaranty Trust Com- 
pany, Cambridge, Mass., has become affili- 
ated with the Cambridge Trust Company, 
Cam|ridge, Mass., as manager of its North 
Cam) ridge office. 


WHITTEMORE HEADS GARDNER 
SAVINGS BANK 


Francis S. Whittemore, treasurer of the 
Gardner Savings Bank, Gardner, Mass., has 
been elected president of that institution, 
to succeed the late John D. Edget. 


HOLBROOK APPOINTED TO BANK 
COMMISSION FOR NEW 
HAMPSHIRE 


New Hampshire has decided to have but 
one bank commissioner, instead of three, 
as formerly. Harold R. Holbrook, cashier 
of the First National Bank, Manchester, 
N. H. has been appointed to the position. 


NEW HEAD OF CENTRAL NATIONAL, 
MIDDLETOWN, CONN. 


Howard W. Warner has been promoted 
from vice-president to president of the Cen- 
tral National Bank, Middletown, Conn., to 
succeed Revilo C. Markham, resigned. Mr. 
Markham had been with the Central Na- 
tional for over fifty years. 





HE obligations of this institution are selected as appro- 

priate and sound mediums for short term investment by 
alarge banking clientele. They may be obtained in convenient 
denominations and suitable maturities. 


Full information may be secured through usual banking 
channels, or by addressing Financial Sales Department, at 
any of our offices. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
224 West 57th Street, New York City 
Branch Offices: 
Kansas City 
Los Angeles 
Memphis 
Minneapolis 
New York 
Omaha 


Philadelphia 
Pittsburgh 
Portland, Ore. 
St. Louis 

San Francisco 
Washington 


Cleveland 
Dallas 
Dayton 


Atlanta 
Boston 
Buffalo 
Charlotte 
Chicago Denver 
Cincinnati Detroit 
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London, England 


Toronto, Canada 





Southern States 


Comprising the District of Columba, Mary- 


land, Virginia, West Virginia, North 
Carolina, South Carolina, Georgia, Florida, 
Alabama, Mississippi, Louisiana, Texas, 
Arkansas, Kentucky and Tennessee. 


CONVENTION DATES 


Kentucky—at Louisville, September 15-16. 
Investment Bankers Association of Ameri- 
ca—at St. Petersburg, Fla., December 7-11. 


HIBERNIA EMPLOYEES WIN 


CONTEST 


First, second and third places in the 1925 
public speaking contest of the New Orleans 
Chapter of the American Institute of Bank- 
ing were all won by employees of the Hi- 
bernia Bank and Trust Company, New Or- 
leans, La., and affiliated companies. Mrs. 
Anna G. Roussel of the Hibernia Securities 
Company, Inc., won the first prize, and 
Mark Bartlett, assistant advertising man- 
ager of the Hibernia Bank and Trust Com- 
pany, the second prize. The subject of 
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the contest was “How Banks Help the Com- 
munity.” 


SALLEY BECOMES OFFICER STATE 
AND CITY BANK, RICHMOND 


T. Raysor Salley has been elected an 
assistant cashier of the State and City Bank 
and Trust Company, Richmond, Va. Mr. 
Salley, who is a mortgage specialist, joined 
the bank about three years ago as super- 
vising inspector for the mortgage depart- 
ment, and later was made assistant manager 
of the mortgage department. He will con- 
tinue with the mortgage department, in 
his new position. 


SHELTON BECOMES TRUST OFFICER 


John C. Shelton has been elected trust 
officer of the Central National Bank and 
Trust Company, St. Petersburg, Fla. Mr. 
Shelton began in 1901 as a messenger with 
the Hamilton Bank, Chattanooga, Tenn. 
and worked through all the departments. 
In 1907, he moved to the American Na- 
tional Bank, remaining there until 1910, 
when he was appointed postmaster at 
Chattanooga. After serving as postmaster 














A Bank for Bankers 


This Company invites the accounts of 
out-of-town trust companies, banks and 
bankers, to whom it offers the complete 
services of its various Departments and 


Branches. 


UNITED STATES 
MORTGAGE & TRUST COMPANY 


Main Office, in Financial District: 


55 Cedar Street 


Uptown Branches: 


Broadway at 73rd Street 
125th St. at Eighth Ave. 


New 


Madison Ave. at 74th St. 
Lexington Ave. at 47th St. 














for twelve years, in 1922, he became chief 
deputy in the tax department of Hamilton 
County, Tenn., from which position he came 
to the Central National. 


WALSH BECOMES DALLAS RESERVE 
AGENT 


C. C. Walsh has been named Federal Re- 
serve Agent of the Federal Reserve Bank 
of Dallas, Texas, to succeed Lynn P. Talley, 
who has been elected Governor of that in- 
stitution. 

Col. Walsh is a graduate of the Uni- 
versity of Michigan Law School. He was 
a practising attorney from 1893 to 1904, 
since which time he has been a banker. In 
1907 he came to San Angelo and helped to 
organize the San Angelo Bank and Trust 
Company, which later became the Central 
National Bank of San Angelo. Col. Walsh 
was its president until 1924. 

He was instrumental in organizing the 
Wool Growers’ Central Storage Company, 
and the Security Building and Loan Asso- 
ciation, both of San Angelo, Texas. He 
was recently elected president of the West 
Texas Chamber of Commerce. 


SOUERS JOINS CANAL-COMMERCIAL 


Sidney W. Svuers has been elected vice- 
president of the Canal-Commercial Trust 
and Savings Bank, New Orleans, La., to 
succeed F. E. Gunter, who resigned to be- 
come president of the Liberty Central Trust 
Company of St. Louis, Mo. Mr. Souers is 
a graduate of the Warren Easton High 
School of New Orleans, and of Miami Uni- 
versity, Oxford, O. His first position was 
with the Meyer Eisemann Co. in 1914. In 
1915, he joined the Mortgage & Securities 
Co. of New Orleans, and in 1921 became 
its president. He will continue his interest 
in the Mortgage & Securities Co., as a di- 
rector and member of the executive com- 
mittee. He is also president of the Piggly 
Wiggly Co., Inc., and of the First Joint 
Stock Land Bank of New Orleans. 


RIGGS NATIONAL ABSORBS 
NORTHWEST SAVINGS 
The Northwest Savings Bank, Washing- 
ton, D. C., has been converted into a na- 
tional bank and merged into the Riggs Na- 
tional Bank, Washington, D. C. The Riggs 
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Bank of Smithtown, Smithtown 
Branch, N. Y. 


HIS building, when com- 
pleted, will be one of the 
handsomest bank buildings on 
Long Island. It will be of 


Indiana limestone. 


Within the building the 


counter screen, containing the 
five bronze tellers wickets will 
be of Botticino marble. The 
furniture and the cabinet work, 
both in the open office and in 
the consultation rooms adjoin- 
ing, will be of high grade 


mahogany. 


Morgan, French & Co., Inc. 


¢c Architects and Bank Engineers 


19 West 44th Street New York 








National now has four branches in Washing- 
ton. ; 


WEST VIRGINIA BANKERS 
CONVENTION 


Nearly 300 bankers attended the thirty- 
second annual convention of the West Vir- 
ginia Bankers Association at Wheeling, 
W. Va., on June 25 and 26. Fred O. Blue, 
former state tax commissioner urged the 
bankers to support the proposed constitu- 
tional amendment to classify intangible 
property for taxation. Robert L. Archer, 
chairman of the legislative committee of 
the association, presented a report recom- 
mending that a fund be raised for publicity 
for the amendment. United States Senator 
Frank B. Willis, of Ohio, also addressed the 
convention. 

The following officers were elected: presi- 
dent, W. C. Given of the Commercial Bank 
of Bluefield; vice-president, M. A. Fletcher 


Ww. C. GIVEN 
Cashier Commercial Bank of Bluefield, W. Va., 
recently elected president of the West 
Virginia Bankers Association 


of the Fairmount Trust Company; secretary, 
J. S. Hill of the Capital City Bank, Charles- 
ton; ~: 4 treasurer, Louis J. Yeager of the 
National Exchange Bank, Wheeling. 

Mr. Given was born in 1885, in Braxton 
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THE FIRST NATIONAL BANK 
OF RICHMOND, VIRGINIA 


with 
EXPERIENCE — Over fifty-nine 


STRENGTH — Capital and Surplus 


OFFICERS—Experienced, capable and 


invites your business 


Resources over $33,000,000 


years 
$4,000,000.00 


well versed on conditions 
and credits thruout this 
territory ; 


JOHN M. MILLER, JR. 
President 








County, West Va., and educated in the pub- 
lic schools and Mountain State Business 
College. He came to Bluefield in 1910 and 
worked for a year as a bank bookkeeper 
and teller. He then engaged in the in- 
surance and mortgage business. In 1916, 
he helped to organize the Commercial Bank 
of Bluefield, and became its cashier, which 
position he still holds. He has been a direc- 
tor of the bank for six years. 


PANHANDLE BANKERS 
CONVENTION 


lhe Panhandle Bankers Association, com- 
posed of bankers of the Panhandle section 
of Texas, New Mexico and Oklahoma, held 
its convention at Amarillo, Texas on June 
20. The chief subjects of discussion at 
the convention were financing cattle and 
cotton. Cotton financing is new to the Pan- 
handle section, for until three years ago, 
little cotton was raised there. 

The following officers were elected: presi- 
dent, D. L. C. Kinard, vice-president First 
National Bank, Memphis, Texas; vice-presi- 
dent, C. W. Carson, Jr., cashier First Na- 
tional Bank, Spearman, Texas; secretary, 


Holman Kennedy, assistant cashier Donley 
County State Bank, Clarendon, Texas; and 
treasurer, O. T. Nicholson, vice-president 
Farmers and Merchants State Bank, Sham- 
rock, Texas. 


GEORGIA COUNTRY BANKERS 
CONVENTION 


The Country Bankers Association of 
Georgia held its annual convention at Sa- 
vannah, June 17 to 19. Retiring president, 
Luther Bond addressed the convention on 
co-operative marketing, and diversified ag- 
riculture. He expressed some doubt as to 
the utility of both, and aroused considerable 
opposition, some of the speakers who spoke 
immediately after him stating that they 
did not concur with his conclusions. The 
association later adopted a resolution re- 
affirming its stand in favor of co-operative 
marketing and diversified farming. The 
association also adopted a motion declining 
to merge with the Georgia Bankers’ Asso- 
ciation. 

The following officers were elected: presi- 
dent, R. B. Dixon, president of the Citizens 
Bank of West Point; vice-president, C. E. 
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ADRIAN H. MULLER & SON | 


55 WILLIAM STREET 


(Corner of Pine Street, New York) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


























Martin, vice-president of the Citizens Bank, 
Fort Valley; and secretary-treasurer, L. R. 
Adams, vice-president of the Georgia State 
Bank, Atlanta. 


ASHLAND NATIONAL PROMOTES 
FIELD 


T. A. Field has been promoted from cash- 
ier to vice-president of the Ashland National 
Bank, Ashland, Ky., to succeed Charles 
Russell, resigned. R. R. Revill has suc- 
ceeded Mr. Field as cashier. 


HARRISON SUCCEEDS MONDELL AS 
HEAD OF WAR FINANCE 
CORPORATION 


Floyd R. Harrison has been appointed 
director of the War Finance Corporation, 
Washington, D. C., to succeed Frank W. 
Mondell, resigned. Mr. Harrison was born 
in Petersburg, Va., October 30, 1889, edu- 
cated in the public schools, Emerson In- 











Bank of Charleston 


National Banking Aseociation 


Charleston, a. 


Established 1834 


The Bank of Charleston succeeded 
to business of liquidating branch 
Bank of the United States. 


Capital and Surplus . $1,500,000.00 
- $12,500,000.00 


Resources . . 























stitute, and Georgetown Law School. He 
entered the Department of Agriculture in 
1906 as a messenger and progressed through 
the positions of stenographer, secretary to 
the Solicitor, executive assistant to the chief 





© warris & Ewina 


FLOYD R. HARRISON 


Recently appointed director of the War Finance 
Corporation, Washington, D. C., to succeed 
Frank W. Mondell, resigned 


of the bureau of Chemistry, secretary to 
the Assistant Secretary of Agriculture, con- 
fidential clerk to Secretary of Agriculture, 
private secretary to Secretary of Agricul- 
ture, assistant to Secretary of Agriculture, 
and assistant to managing director of the 
War Finance Corporation to his present 
position. 
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CALDWELL JOINS UNION 
NATIONAL, HOUSTON 


T. J. Caldwell has been elected a vice- 
president of the Union National Bank, 
Houston, Texas. 


& 
Middle States 


Comprising Ohio, Indiana, Illinois, Michigan, 
Wisconsin, Minnesota, lowa and Missouri. 


CONVENTION DATES 
Indiana—at West Baden, September 16-17. 
Financial Advertisers’ Association—at 

Columbus, O., October 14-16. 


OFFICERS OF IOWA BANKERS 
ASSOCIATION 
At the convention of the Iowa Bankers 


Association held at Dubuque, June 15-17, 
the following officers were elected: president, 











HAROLD A. DANNE 


ELECTRIC 
LIGHT — POWER 


41 Park Row, New York, N Y. 

















Hare & Chase, Ine. 
Automobile Finance 
300 Walnut Strect 
Philadelphia 


The name Hare & Chase has 
fifty-eight years of business 
‘prestige behind it 























Emil Webbles, president First Iowa State 
Trust and Savings Bank, Burlington; vice- 
president, C. C. Jacobsen, president First 
State Bank, Mapleton; treasurer, A. E. 
Hindorf, cashier Jasper County Savings 





EMIL WEBBLES 


President First lowa State Trust and Savings 
Bank, Burlington, Iowa, recently elected 
president of the Iowa Bankers 
Association 


Bank, Newton; and secretary, Frank War- 
ner of Des Moines. 

Mr. Webbles was born in Wheatland, 
Iowa. He began his banking career twenty- 
five years ago at Mechanicsville, Iowa, and 
has conducted banks at Anamosa, Iowa, 
Kewanee, Illinois, and Muscatine, Iowa. 
Five years ago he came from Muscatine to 
become president of the Iowa State Savings 
Bank, Burlington, Iowa. When it was 
merged with the First National Bank as the 
First Iowa State Trust and Savings Bank, 























| Audits « Systems | 
‘ for Banks 


Our specialty is con- 
ducting efficient and 
thorough bank and com- 
mercial audits, and the 
installation of account- 
ing systems for banks, 
trust companies, and 
foreign exchange de- 
partments. 


| McArdle, | 
| Djorup & McArdle | 


42 Broadway, New York 
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he became president of the consolidated or- 
ganization, which position he now holds. 


ILLINOIS BANKERS ASSOCIATION 
CONVENTION 


The thirty-fifth annual convention of the 
Illinois Bankers Association was held at 
Peoria, Ill., June 18-19. About 400 bankers 
were present. The program included the 
following addresses: “What Can We Do to 
Strengthen Law Enforcement?” by Hon. Os- 
car E. Carlstrom, attorney-general for Illi- 
nois; “Economy in Government” by William 
E. Knox, president of the American Bankers 
Association; “How About Your Advertising 
Dollar?” by Gaylord S. Morse, assistant 
cashier of the State Bank, Chicago; “Bank- 
ing Ethics” by Clarence Griggs, director of 
the First National Bank, Ottawa; “The In- 
creasing Burden of Taxation” by U. S. 
Senator Charles S. Deneen; “The Function 
of Financial News” by Glenn Griswold, 
editor of the Chicago Journal of Commerce; 
and “Bank Supervision” by Hon. Oscar 
Nelson, auditor of public accounts. 

R. C. Saunders, field organizer for the 
association, reported on the progress made 
thus far in the anti-robbery campaign which 








fifth annual Peony Show. 







A view of the main banking room of the First National Bank of St. Paul, Minnesota, during the bank’s 
During the two days and evenings of the bank’s exhibition, which included 
practically every variety of peony, more than thirty thousand people passed through the bank’s doors. 
The Peony Show has been an annual affair with the First National Bank for the last five years 
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ventilating systems of the usual type. 


to “cooked” air in one form or another. 


and better health. 


on request. 








GERDES 


METHOO 


“Cooked” Air 


“Cooked” air is the term used by scientists for the devitalized product of 


The Smithsonian Institution at Washington, the Government Scientific 
Bureau, has stated that one-third the deaths in the United States are caused by 
respiratory diseases due to bad heating and ventilation; or, in other words, due 


Nevertheless, “cooked” air is the fashion; monumental buildings are evidently 
not considered in good taste unless the air in them is thoroughly devitalized, and 
even the humble home has its pipeless furnace. 


‘By the Gerdes Method of Ventilation healthful and invigorating unheated 
fresh air is diffused without causing draft or chill. The cost of a Gerdes System 
or of an Electric Window Ventilator is repaid many times in increased efficiency 


Results are unequivocally guaranteed. Reports and proposals made without 
obligation or charge. Booklet containing references of the highest character sent 


Theodore R. N. Gerdes, M. E. 


Engineer, Manufacturer, Contractor 


105-107 Bank Street, New York City 
Telephone Watkins 2893 


GERRES 


























has been the outstanding work of the asso- 
ciation this year. 

The following officers were elected: presi- 
dent, C. W. Boyden of the Farmers State 
Bank, Sheffield; vice-president, W. B. Craw- 
ford, of the West Frankfort Bank and 
Trust Company, West Frankfort; and treas- 
urer, J. H. Grier of the First Trust and 
Savings Bank, Chicago. 


HANSON HEADS LOOP BANKERS 


At the annual meeting of the Savings 
Association of Loop Banks, the following 
officers were elected: president, Richard M. 
Hanson, assistant cashier of the Northern 
Trust Company; vice-president, Fred G. 
Murbach, manager of the savings depart- 
ment of the Union Trust Company, secretary 
and treasurer, Jessamine G. Hoagland, man- 
ager of the savings department of the Na- 
tional Bank of the Republic. 


FIVE PER CENT. ON SAVINGS 
DEPOSITS 


Due to competition from building and 
loan associations, the Dollar Savings and 


Trust Company and the City Trust and 
Savings Bank, both of Youngstown, O., have 
agreed to pay 5 per cent. interest on “invest- 
ment deposits,” which will not be subject to 
repayment at the customers’ convenience. 


PRENTER SUCCEEDS STONE 


William B. Prenter has been elected presi- 
dent of the Brotherhood of Locomotive Engi- 
neers Co-operative National Bank, Cleveland, 
Ohio, to succeed the late Warren S. Stone. 
L. G. Griffing has been elected a vice-presi- 
dent, to fill the vacancy made by the pro- 
motion of Mr. Prenter. 


BANK RESOURCES IN DETROIT 
ALMOST $1,000,000,000 


Detroit can now prove statistically its 
contention that it is one of the richest 
cities of its size in the world. Bank de- 
posits in Detroit, Highland Park and Ham- 
track on July 1 amounted to $867,415,000 
an increase of 15 per cent. since January 1. 

Clearings for the six months ending July 
1, totaled $6,773,406,000, an increase of 20 
per cent. over the same period last year. 
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Display Cards, Posters, etc., etc. 








Outcault’s CHRISTMAS CLUB 


} Includes: Multiclass Coupon Books, Epigram Coupon Books, Pass 
Books, Colorful Letters of Solicitation, Special Customer-made 
Letters, Invitation Cards, Folders, "Stuffers" (for mail), Cutouts, 


Costs Less Than You Think—Ask Us 


OUTCAULT ADVERTISING COMPANY 
221 EAST 20th STREET, CHICAGO, ILL 























Among the banks which experienced the 
greatest increase of resources were: Peoples 
State Bank, First National Bank, Wayne 
County and Home Savings Bank, and the 
Bank of Commerce, each of which averaged 
close to $15,000,000 in increased resources. 


HARDESTY RETURNS FROM 
EUROPE 
Paul L. Hardesty, assistant cashier of the 
Union Trust Company of Chicago recently 
returned from a two months tour of France, 
Switzerland, Germany and England. 














PAUL L. HARDESTY 


Assistant cashier Union Trust Company, 
Chicago, who recently returned from a 
trip to Europe 


° 
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McINTOSH ENDOWS CHAIR OF 
BANKING AND FINANCE 


H. P. McIntosh, chairman of the board 
of the Guardian Trust Company, Cleveland, 
Ohio, has given $200,000 to Western Re- 





H. P. McINTOSH 


Chairman of the board Guardian Trust Com- 
pany, Cleveland, Ohio, who has endowed 
a chair of banking and finance at 
Western Reserve University 


serve University to endow a professorship 
of banking and finance in the school of 
business administration. He urges that the 
department shall teach “as a fundamental 
principle the inviolability of both personal 
and property rights—that even-handed 
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justice holds invested capital sacred, and 
honorably and righteously entitled to a fair 
return based upon amount and risk in- 
volved; that to labor belongs a reward com- 
mensurate with its contribution to the con- 
servation and welfare of the enterprise en- 
joying it—this being the true conception of 
an ideal society favoring neither capital nor 
labor, but giving to both that share which 
their ability and effort respectively justify.” 

Mr. McIntosh made the gift in memory 
of his wife and son. He has been with the 
Guardian Trust Company since February 
1898, as president until December, 1917, and 
since that time as chairman of the board. 


APPOINTMENTS AT GUARDIAN 
TRUST, DETROIT 


The new Guardian Trust Company, De- 
troit, Mich., which recently opened, an- 
nounces the appointment of Harry S. John- 
son as treasurer, Lewis K. Walker, vice- 
president and secretary, and A. F. Maxwell 
as assistant secretary. Mr. Johnson and Mr. 
Maxwell were formerly New York bankers. 
Mr. Walker was formerly vice-president of 
the Security Trust Company, Detroit. 


LIBERTY CENTRAL PROMOTES 
SOMMER 


J. N. Sommer has been elected a vice- 
president of the Liberty Central Trust Com- 
pany of St. Louis, Mo., to succeed R. P. 
Titus, who has resigned to become presi- 
dent of the Magnus Chemical Company, 
New York. Mr. Sommer has been with the 
Liberty Central since 1890, beginning as a 
messenger. 


CHAMBERS REJOINS FIFTH-THIRD 
NATIONAL, CINCINNATI 


James D. Chambers has been appointed 
manager of the bond department of the 
Fifth-Third National Bank, Cincinnati, 
Ohio, to succeed J. R. Edwards, resigned. 
Mr. Chambers was formerly assistant man- 
ager of this department, and more recently 
Ohio representative of the Detroit Company. 


BANKERS GOING TO EUROPE 


Joseph E. Otis, president of the Central 
Trust Company of Illinois, Chicago, IIL; 
James Dunn, Jr., vice-president Union Trust 
Company, Cleveland, Ohio; and Gustave F. 








A Specialized 
Service 





for Banks and Bankers 
which is the result of more 
than sixty years of experi- 
ence is offered by 


The First National 
Bank of Chicago 


and the First Trust 
and Savings Bank 


Complete facilities are 
provided for active and 
inactive accounts, collec- 
tions, bills of lading, in- 
vestments and foreign 
exchange transactions. 


FRANK O. WETMORE, 
Chairman 


MELVIN A. TRAYLOR, 
President 





Combined Resources 
Exceed $350,000,000 
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Central 
Located and equipped to 


render satisfactory service 
to banks throughout the 
country. 







Founded 1890 






Resources over 


$50,000,000 


Central 


National Bank 


Savings & Trust Co. 
of Cleve land 








Fisher, president Cosmopolitan State Bank, 
Chicago, Ill, have recently sailed for 
Europe. 


& 


Western and Pacific 
States 


Comprising North Dakota, South Dakota, 
Nebraska, Kansas, Montana, Wyoming, 
Colorado, New Mexico, Oklahoma, Wash- 
ington, Oregon, California, Idaho, Utah, 
Nevada, Arizona and Alaska. 


CONVENTION DATES 


New Mexico—at Las Cruces, September 
21-22. 
Nebraska—at Omaha, October 21-22. 


OREGON BANKERS ASSOCIATION 
CONVENTION 


The Oregon Bankers Association held its 
annual convention at Corvallis, June 11-13. 
Agricultural work was a feature of the con- 
vention, one afternoon being devoted to dis- 
cussing “Carrying the State Agricultural 
Program into the Counties of Oregon,” 
“Some Typical Examples of County Agent 
Work,” and “Boys’ and Girls’ Club Work.” 
John F. Daly, president of the Hibernia 
Commercial and Savings Bank, Portland, 
addressed the convention on “The New 
Banking Laws of the State of Oregon.” 

The following officers were elected: presi- 
dent, J. W. McCoy, cashier of the First 
National Bank, Ashland; vice-president, 
James E. Montgomery, president Bank of 
Southwestern Oregon, Marshfield; and treas- 





J. W. McCOY 


Cashier First National Bank, Ashland, Oregon, 
recently elected president of the Oregon 
Bankers Association 


urer, J. L. Gault, vice-president and cashier 
Benton County State Bank, Corvallis. 

Mr. McCoy came to Ashland in 1907 as 
assistant cashier of the Bank of Ashland. 
When the Bank of Ashland became the 
United States National Bank in 1910, he 
became cashier. In 1914, the United States 
National Bank was consolidated with the 
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HEN completed, this new 

modern thoroughly equip- 
ped banking home will be con- 
vincing evidence of the name it 
bears. 


The second floor will be de- 
voted to highly desirable offices 


for rental purposes. 
e 


Architectural and Engineering 
Service 


by 


(The Griswold Building Co., Inc. 


SPECIALISTS IN 
Designing—Building—Equipping 
BANKS 


101 Park Avenue, New York City 








Service Trust Company 
Passaic, New Jersey 














First National Bank, and Mr. McCoy be- 
came cashier and manager of the new insti- 
tution. 

Mr. McCoy has the record of not missing 
a session of the state association since he 
first attended in 1912. He was influential 
in having a field secretary appointed, three 
years ago, to carry out the work of the 
agricultural and educational committees, a 
work peculiar to the Oregon bankers asso- 
ciation. 


IDAHO BANKERS ASSOCIATION 
OFFICERS 


At the close of the convention of the 
Idaho Bankers Association at Lewistown, 
June 17, the following officers were elected: 
president, J. S. Bussell, president Citizens’ 
Bank and Trust Company, Pocatello; vice- 
president, A. C. Chamberlain, vice-president 
American Bank and Trust Company, Coeur 
d’Alene: treasurer, Guy Shearer, vice- 
president First National Bank, Filer; secre- 
tary, J. S. St. Clair, vice-president Boise 
City National Bank. 


The convention next year will be held at 
Pocatello. 


STRONG HEADS CONTINENTAL 
NATIONAL, LOS ANGELES 


Frank R. Strong has been elected presi- 
dent of the Continental National Bank, Los 
Angeles, California, to succeed W. D. How- 
ard. Mr. Howard resigned in order to de- 
vote his attention entirely to personal af- 
fairs. 


FEDERAL RESERVE BANK 
TRANSFERS 


W. L. Partner, former manager of the 
Spokane branch of the San Francisco Fed- 
eral Reserve Bank, has been placed in 
charge of the Salt Lake City branch, suc- 
ceeding R. B. Motherwell, who has been 
transferred to the Los Angeles branch. 


BANKERS STUDY AGRICULTURE 


The Agricultural Committee of the 
Nebraska Bankers Association, believing 
that most of the losses to state bankers 
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STEEL-STRONG 
COIN COUNTING MACHINES | 
COIN WRAPPERS AND BILL STRAPS 


USED FROM COAST TO COAST 
ASK YOUR STATIONER OR WRITE US 
THE C.L.DOWNEY CO. 


943 CLARK ST CINCINNATI, O. 





during the deflation period could have been 
reduced if the bankers had known more 
about farming problems, has developed the 
“Nebraska Plan” to remedy this situation. 
A part of this plan is the Bankers’ Agricul- 
tural Short Course, tried out first this year. 
Over two hundred bankers gathered at the 
College of Agriculture of the University 
of Nebraska, Lincoln, Neb., on June 22 to 
attend the two-day program. Various 
members of the faeulty of the University 
lectured on soil and soil management, cattle 
raising, dairy husbandry, irrigation, diversi- 
fication, etc. These lectures were supple- 
mented by two trips to the agronomy farm. 
The bankers were much impressed by the 
wealth of information available to farmers 
who will visit the college. It is expected 
that the influence of bankers in persuading 
farmers to avail themselves of the results 
of the experiment and research done at the 
agricultural college will be the greatest 
service of the course. 

Dan Y. Stephens, president Fremont 
State Bank, Fremont, Nebraska, is chairman 
of the committee which arranged the course. 


A TRIBUTE TO THE FARMER 


In an address delivered before the South- 
west Economic Conference, held in Los 
Angeles, June 16, 1925, Frank C. Mortimer, 
vice-president of the Citizens National Bank 
of that city, paid the following tribute to 
the farmer: 

“There is no class in the citizenship of 
any nation which is entitled to greater con- 
sideration than the farmer. He constitutes 
the very fiber of the community in which 
he dwells. From the earliest tiller of our 
soil to our present day farmer, he has ex- 
ercised habits of thrift and frugality. And 
great as is the value of thrift from the 
point of view of economics, yet its value 
is not limited wholly to that field. The 
training afforded by its practice calls for 


the exercise of qualities that are predom- 
inantly moral in character. It means self- 


control. It means self-mastery. Long ago 


the farmer learned to forego immediate 
pleasure for the sake of some more distant 
good. Through hardship and toil, on the 
frontier and the prairie; in the valleys and 


on the hillside, he has labored to supply the 


immediate wants of his household and food 
for the peoples of the world. That which 
he has gathered and saved has become the 
foundation of our wealth as a nation. His 
steadiness, industry and sobriety are polit- 
ical virtues which make for the stability and 
permanence of our Government.” 


LONGYEAR’S THIRTY-FIFTH 
ANNIVERSARY 
W. D. Longyear, vice-president of the 


Security Trust and Savings Bank, Los 
Angeles, Calif., has completed thirty-five 





© witzei, Los anceres, cauir 


W. D. LONGYEAR 


Vice-president Security Trust and Savings Bank, 
Los Angeles, Cal., who recently celebrated his 
thirty-fifth anniversary with that bank 


years of service with this institution. Mr. 
Longyear was born in Grass Lake, Mich., in 
1863, educated in public schools, and got 
his first banking experience in the Kalama- 
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zo National Bank. In 1890, having moved 
to California, he joined the Security Bank 
as a bookkeeper. In 1893 he was made an 
assistant cashier, in 1895, cashier, and di- 
rector, and in 1917 a vice-president. He is 
active in state and national banking asso- 
ciations, and is a member of the executive 
council of the American Bankers Associa- 
tion. 

The Security Trust and Savings Bank is 
the seventh largest bank in the United 
States, outside New York City, with re- 
sources exceeding $220,000,000. 


& 


Dominion of Canada 


Nova Scotia, New Brunswick, Quebec, 
Ontario, Manitoba, Saskatchewan, Alberta, 
British Columbia, Newfoundland, Prince 
Edward Island and Yukon. 


ECONOMIC CONDITIONS IN CANADA 
By J. W. Tyson 


\ J} ITH a $75,000,000 increase in the 

country’s favorable trade balance for 
the past year, a $100,000,000 rise in farm 
revenue during the same period and an 
unusually favorable crop outlook with high- 
er markets this year and increased activi- 
ties in certain lines of manufacture like 
automobile and allied industries, there is a 
distinct improvement as regards the busi- 
ness outlook. However, the actual improve- 
ment in the general volume of business is 
rather disappointing. Evidently there are 
handicaps which are retarding recovery. Of 
these, taxation is perhaps the most serious. 
The costs of federal, provincial and 
municipal government, which expanded so 
rapidly during the war period and imme- 
diately after, have not been adjusted in ac- 
cordance with the economies which have 
been forced on private business. The pub- 
lic demand for taxation relief and the neces- 
sary curtailment in public spending, has not 
yet become so insistent as to get the atten- 
tion of the governing bodies, influenced by 
political considerations. The National Rail- 
ways continue their heavy calls upon the 
Treasury. The tax levies being made are 
discouraging to new enterprise and a heavy 
drain upon established business. 

Then, too, it is evident that the adjust- 


These well-known bankers 


enthusiastic about national 
business building campaign 
VERY month 20,000,000 magazine read- 
ers are shown in a powerful, interesting 
way why their bank is the most valuable 
business connection they have. Why a 
checking account makes their money go 
farther. 

Jee what these bankers say 
Leading banks predict it will have a tre- 
mendous influence on increased business. 
The following letters show how enthusiastic 
they are. 

One writes: “I want to put into every 
one of my customer’s hands the two-page 
advertisement running in The Saturday 
Evening Post this week.” 

Another, “Would you object to one or 
more local banks using parts of your adver- 
tisement in our local newspaper?” 

Another, “Permit me to congratulate you. 
It is indeed wonderful bank advertising.” 

And so they run. Bankers from all sec- 
tions of the country—big cities and small 
towns—all enthusiastically endorsing our 
great and complete program for increasing 
the net profits of banks everywhere. 

This campaign also acquaints checking 
account customers with the protection fea- 
tures of Super-Safety Bank Checks. Thou- 
sands of banks now use them as an 
important means of securing new deposi- 
tors. 




















Even this is not all. ‘To complete this 
tremendous program actual advertisements 
have been prepared which you may now use 
in your own local papers. ‘They are the work 
of some of the best known advertising brains 
in America. With them come various tested 
plans which have helped others build busi- 
ness. 


Let us send you information showing what they will ac- 
complish for your bank. Write now. 


GUPERSAFEy, 


SANK CHECY 
BANKERS SUPPLY COMPANY, Division 
THE TODD COMPANY 
5951 So. State Street, Chicago 
Business-Building Merchandise for Banks 
New York Rochester CHICAGO Denver Dallas 
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Heal Summer Vacations 


Only 2 Days from NewYork 


Spend YOUR Vacation 
in Bermuda 


8 Day Tours *90% 


and Up—Including all Expenses for 
Steamer, Hotel and Side Trips 
Longer Tours in Proportion 





Bermuda is COOL in Summer. 
Average Summer Temperature 17° 
ALL OUTDOOR SPORTS 
Golf, Tennis, Motor Boating, 





Sailing, Bathing. 
: No Passports Required. 
SAILINGS TWICE WEEKLY 


Via Palatial Twin-Screw, Oil-Burning Trans- 
Atlantic Liners 


S. S. “ FORT VICTORIA” 
S. S. “FORT ST. GEORGE” 


For Illustrated Booklets write to 


FURNESS BERMUDA LINE 


34 Whitehall St., New York 





or any Local Gourist Agent 








ment in business after the period of war 
expansion may not be complete, although it 
has progressed far. Manufacturing and mer- 
cantile businesses as well as agriculture 
have been making adjustments and enforcing 
economies in keeping with the process of 
deflation necessary to get back to a sound 
business basis. The fact that business has 
been meeting this situation, the splendid 
crop outlook, the improved prices for farm 
products, and the increased efficiency on the 
part of labor lead to the conclusion that 
important constructive factors are at work. 
Against these is the backwash of taxation, 
reflecting the high cost of government and 
the need for still further adjustment in 
some lines of manufacturing and distribu- 
tion. 

Spring and summer trade is being main- 
tained on a very satisfactory basis this year. 
Not only is there a $75,000,000 increase in 
the favorable balance of trade for the twelve 
months ending with May but each month 
during that period showed a surplus. Not 


once since 1919, and only once since 1916 
has the balance of trade been maintained on 
a favorable basis during spring and summer 
months. Usually in the spring, export busi- 
ness takes a slump, being increased by the 
opening of navigation and later swelled by 
crop shipments. The surplus of exports con- 
sists very largely of manufactured goods and 
merchandise of various kinds. The details 
are: 





1924 1925 
April, imports ........ $ 60,173,141 $ 59,104,651 
April, exports ........ 48,880,914 59,909,377 
May, imports ......... 72,058,330 75,894,532 
May, exports ........ 104,150,715 96,356,747 
1924 1925 
12 months ending May— 
IMPOrtS. ........-.ccc0-e-0ee-$ 873,151,752 $ 799,700,249 
POGUE cccccecenvccesncssonss 1,069,925,880 1,072,301,848 
1924 1925 
J. ee $ 382,099,364 $ 391,697,173 
ees 428,094,421 423,191,549 
«-- 152,481,141 152,419,502 
PUES Te TBs. cccencccencsemne 583,698,675 511,345,098 


A survey of the industrial situation indi- 
cates spotty conditions both as regards 
varied lines of manufacturing and different 
sections of the country. At the end of the 
half year employment was showing improve- 
ment but car loadings were declining, the 
latter probably being due to a smaller sur- 
plus of the old wheat crop. Railway earn- 
ings were off, and a number of the basic 
industries, including lumbering reported un- 
satisfactory conditions. On the other hand, 
some of the manufacturing industries, like 
automobiles and tires, reported big opera- 
tions, some of the tire plants being at ca- 
pacity and not able to take care of orders 
offering. Farm implement makers find an 
improvement with the prospects of a big 
crop. June building showed a substantial 
improvement over the same month last year. 

British Columbia reports a fair demand 


.for lumber; mining and building are active 


and crop prospects fair. The Prairies are 
anticipating a big crop and a revival of 
business. Ontario will have a good crop; 
mining operations are active and some lines 
of manufacturing busy. Quebec looks for 
good crops although rains in some districts 
have been excessive; little unemployment; 
tourist trade growing and general retail 
business improved. In the Maritimes con- 
ditions are fair with improvement in indus- 
try with the exception of Cape Breton where 
there is a strike of coal miners. 

As an indication of the rapid adoption of 
mixed farming methods in western Canada, 
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attention is directed to an increase of 20 
per cent. in the exports of animals and 
animal products during the past year. The 
total volume of these exports averaged about 
one-third that of all grain and vegetable 
products combined. Last year the former 
amounted to more than $163,000,000 while 
the latter was $443,298,000. A decided ex- 
pansion has been taking place in the de- 
velopment of the bacon industry and total 
sales of hogs have shown an increase of 
14 per cent. in the past six months. Accord- 
ing to figures of the Dominion Bureau of 
Statistics, the total value of live stock in 
Canada has increased during the past six 
months from $613,260,000 to $641,144,000. 
The total volume of meat exports for the 
year shows an increase of more than 36 per 
cent. In addition, there has been a marked 
expansion in the dairy industry and the 
western provinces are now heavy exporters 
of dairy products. 

There is considerable speculation as to the 
future of the newsprint industry which has 
become such an important factor in the 
country’s export trade. The announcement 
by the Belgo-Canadian Co. of a cut in price 
of newsprint from $70 a ton to $65 a ton 
for 1926, has centered attention upon a sit- 
uation which had been foreseen. With the 
installation of new and highly efficient plants 
in various parts of the country, productive 
capacity is being greatly increased. Lower 
prices, therefore, it is hoped, will increase 
consumption and will thus bridge over the 
period until the market is able to take care 
of the larger output in a normal way. So 
far as Canadian mills are concerned, it is 
felt that they are in a favorable position to 
produce at low cost and compete with the 
American mills in the United States market. 
For some years the newsprint business has 
been shifting to Canada and it is expected 
that this tendency will continue. 

Holding that bank directors are entitled 
to rely upon the honesty of the bank officials, 
the first divisional court has quashed the 
convictions of the five directors of the de- 
tunct Home Bank, R. P. Gough, S. Casey 
Wood, J. F. M. Stewart, C. A. Barnard, and 
C. F. Smith. Other charges against these 
directors and M. J. Haney, a former presi- 
dent, will be dropped. That the directors 
have not been held responsible in the eyes 
of the law, is being pointed to as indicating 
& Weainess in the bank act. However, it is 
submitted that amendments already made to 











Dave You Interested in Canadian Trade? 


If so, this bank can be of service to you. With Branches 
and direct connections in all important centres through- 
out the Dominion and a Foreign Department maintained 
exclusively for their needs, Importers and Exporters can 
rely upon an unexcelled service. 


For turther particulars write 
Foreign Department 
Standard Bank of Canada 
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the bank act since the failure should meet 
the situation. 

A decrease of $8,285,000 in current loans 
marked the Canadian bank return to the 
Government for the month of April. Cur- 
rent loans are $96,000,000 less than a year 
ago. In addition there was a reduction in 
loans abroad of $11,317,000 together with 
considerable reductions in loans on public 
securities and loans on railway securities. 
With the surplus funds available the banks 
increased call loans abroad by $28,900,000 
and call loans in Canada by $4,133,000. 
Municipal loans were increased by $2,200,- 
000. 

Savings deposits showed a reduction dur- 
ing April of $2,267,000, but an increase for 
the year of $52,459,000, while demand de- 
posits, which showed an increase during the 
month of $21,775,000, were higher by $8,- 
933,000 than a year ago. Foreign deposits 
showed a decline of $21,284,000, but the total 
was still higher by $28,673,000 than a year 
ago. 


REDU 


CING BANK BRANCHES 


Since the beginning of the present year 
the Canadian banks have reduced the num- 
ber of their branches by over 60. In Sep- 
tember, 1921, the banks had 4923 branches, 
of which over 4700 were in Canada. At the 
end of May 1925 they had reduced this to 
4142, of which 3949 were in Canada. A com- 
parison follows: 


286 


Dec., 
1921 


Dec., 
1922 
Canada 4,472 
Newfoundland .. 43 
Elsewhere 156 


Dec., Dec., May 


4,671 
Number of branches in detail as of May 
31 last, against October 31, 1923, follows, 
showing total branches and number outside 


Canada: 
May 31, 1925 
Outside 
Banks: Total Canada Total Canada 
Commerce ..........560 505 16 
Dominion . ae 2 121 K 
Nationale ............598 343 
Imperial . .-..181 191 
Montreal 5 579 
Nova Scotia ... 309 
Provinciale .346 312 
| ae 697 
Standard ............229 162 
ND a nanercecccss 164 165 
Union ..325 
Weyburn ..... . 26 
*Sterling - 
+d’ Hochelaga 
tHamilton 
§Molsons ..... 


Oct. 31, 1923 
Outside 
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_ | ee © 169 
*Merged with Standard. 
+Merged with Provinciale. 
tAbsorbed by Commerce. 
$Absorbed by Montreal. 


ROYAL BANK, IROQUOIS FALIS, 
ONT., HAS EASY SAVINGS PLAN 
The Royal Bank, Iroquois Falls, Ontario, 

has made saving easy for the employees of 

the Abitibi Power and Paper Company. The 
bank supplies a regular form to be signed 
by the employee ordering the company te 
pay to the bank each pay day a stipulated 
amount, deducted from his or her wages, 
thus making the saving automatic, so far 
as the employee is concerned. The money 
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can be drawn out at any time by the em- 
ployee as in the case of a regular savings 
account. 


RECLAIMING THE UNCLAIMED 


A gentleman from Montreal called at the 
city hall at London, Ont., with a proposition 
to recover money for the city, the existence 
of which was unknown to civic officials. He 
proceeded to trace two amounts, one for 


$17.60 deposited by the board of health in 
1854, and another item of $3.60 which stood 
to the credit of the “Village of London 
West” in the same year. The $17.60 is now 
worth $140, and the $3.60 has grown to 
about $29. 

This man is evidently tracing up un- 
claimed balances as shown in the official re- 
turns and restoring them to those having 
a legal claim, his interest being a substan- 
tial commission. 


ay 


An English View Of American Banking 


HE Oxford University Press has recent- 

ly published a little booklet, “The Pres- 
ent Position of Banking in America,” by 
T. E. Gregory, Sir Ernest Cassel Reader in 
Commerce at the University of London. The 
booklet grew out of a trip which Dr. 
Gregory made to the United States, and 
gives his impressions of the American bank- 
ing system. It is for the most part, a calm 
and judicial survey of current trends and 
problems in American banking, with but 
little attempt to criticise, although he occa- 
sionally adopts a patronizing attitude—as 
when he says, in his conclusion, that “At 
present, the tone of the American banker 
is overwhelmingly provincial, even in New 
York.” 

The book traces in order the history of the 
branch banking controversy (on which he 
reveals the typical British attitude by his 
reference to it as “an economic development 
which has commended itself, on the whole, 
to the greater part of the civilized world,” 
par clearance, the inelastic note issue, the 
Federal Reserve System and the farmer, and 
the open market policy of the Federal Re- 
serve System. 

It is this last problem that interests him 
most. He points out that the Federal Re- 
serve Board has discarded the principle of 
controlling the volume of credit by means of 
the official discount rate, largely because “no 
unanimity exists as to the precise relation- 
ship which should be maintained between the 
official discount rate and the rate charged 
by the market.” Again, the Federal Reserve 
Board believes that the discount rate is a 
very imperfect means of regulating the 
volume of credit. If the system is to make 
any attempt to control credit, according to 
Dr. Gregory, the official rate must not neces- 


sarily have any particular relation to the 
market rate, but movements of the official 
rate must precede movements of the market 
rate. 

It is by means of the open market opera- 
tions that the Federal Reserve System can 
most easily and certainly exert an influence 
on the volume of credit, because by means 
of the open market operations it can act 
on its own initiative, and directly influence 
the credit situation. But, in order to have 
any noticeable influence, the open market 
operations must not merely counterbalance 
the discounting operations. That is, if dis- 
counts decline, and holdings of bills bought 
in the open market increase in the same 
amount, the volume of credit remains the 
same. This seems to be just what has hap- 
pened in the past, for Dr. Gregory, after 
examining the record “finds that the out- 
standing feature of the situation is the 
stability of the aggregate earning assets 
over relatively long periods of time.” 

Dr. Gregory attributes this, as well as 
most of the other problems, to the effect of 
political influence on the Federal Reserve 
System—the fear that a decisive policy by 
the system might be followed by a business 
depression and again subject the board to 
the attacks of demagogues. 

Walter Leaf, chairman of the Westmin- 
ster Bank Limited, has written for the book- 
let a very interesting introduction, which 
concludes with this sensible comment: 
“It is imperative that all who are concerned 
with finance on the large scale should keep 
themselves alert to the facts and tendencies 
which are now struggling for expression in 
America. They cannot do better than study 
Dr. Gregory.” 
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New building of the United States National Bank, Galveston, Texas, showing the corner entrance, 
designed by Alfred C. Bossom, bank architect and engineer, New York 
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Interior of the main banking room as seen from the entrance 


The United States National, Bank, 


Galveston, Texas 


National Bank of Galveston, Texas, 

which was recently completed and 
opened to the public, illustrates how well 
a second floor may fulfill the needs of mod- 
ern banking. Local conditions were, in part, 
responsible for the location of the main 
banking room on the second floor. 

The main reason for using the second 
floor, however, is an economic one. In Gal- 
veston, as in all thriving cities, ground floor 
space is very valuable, and the bank felt 
that it would be best to have the revenue of 
rentals from the stores on the ground floor. 
The lighting of the stores at night for dis- 
play purposes, gives the building an attrac- 


Tx new building of the United States 


tive appearance at all times, 

The building, which is located on a com- 
manding site at the corner of Market 
and ‘lwenty-second streets, has a polished 
granite base, which reaches to the ceiling of 


the stores. From this point to the cornice, 
the structure is of Indiana limestone, with a 
wide projecting copper cornice standing out 
8 fec' from the face of the building. The 


style is of Florentine Italian architecture. 

The banking rooms are reached by an 
ornate staircase, with a very gradual ascent. 
It is of Spanish type of architecture, in 
order to conform to the many Spanish struc- 
tures in Galveston. Elevator service is also 
provided to the banking room. 

As one enters thé bank, through a corner 
entrance flanked with bronze doors, on the 
right hand are the officers’ quarters, with 
a handsome paneled room for the president 
fitted with an open fireplace. This room is 
accessible either through the Officers’ space 
or by a separate entrance. 

Opposite the officers’ space is a customers’ 
lounge, which it is believed will prove a 
very attractive feature. 

Back of the banking screen, and well 
protected, but visible from all angles is 
the main vault, containing coupon booths 
and the usual conveniences for safety de- 
posit box holders. The vault was built and in- 
stalled by the Mosler Safe Co., Hamilton, O. 

Against the far end of the room are the 
paying and receiving tellers’ cages. They 
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View of the safe deposit vault, as seen from the public space, United States National Bank, Galveston, Texas 
Vault built and installed by the Mosler Safe Co., Hamilton, O. 
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Officers’ quarters, United States National Bank, Galveston, Texas 


are entered from a soundproof room, con- 
taining the accounting machines. Thus the 
general hum of business pervades the bank 
without the boiler factory accompaniment 
which is so common. The lower part of the 
banking screens are of soft toned Tavernelle 
marble, while the upper part is of Bene- 
dict nickel, or white metal. 

The balance of the structure, with the ex- 
ception of the twelfth floor is to be occupied 
by offices. Three floors are especially set aside 
for professional men—doctors and dentists. 

The eleventh floor will be used by the firm 
of H. Kempner, in which I. H. Kempner 
the president of the bank is also_ active. 
The twelfth floor is fitted with a cotton 
Sampling room, and is served by a spe- 
cial elevator, so that the fluff from the cotton 
sent up for classification will not spread 
through the building. 

At the formal opening of the new build- 
ing, thousands of people visited the bank, 


and many favorable comments were heard 
on the general arrangement, especially the 
seconc foor arrangement. 






























I. H. KEMPNER 





President United States National Bank, 
Galveston, Texas 
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Directors’ room, United States National Bank, Galveston, Texas 





R. LEE KEMPNER 


Vice-president in charge of the United States 
National Bank, Galveston, Texas 


A picture of the exterior of the building 
and several pictures of the interior are 
shown on the accompanying pages. 

The building was designed by Alfred C. 
Bossom, bank architect, of New York City, 
with Sanguinet, Staats and Hedrick of Fort 
Worth, Texas, as associates. 

The United States National Bank of Gal- 
veston, Texas, was originally incorporated 
in 1874, under a charter granted by 4 
special act of the Texas legislature, as the 
Island City Savings Bank. In 1904, the 
present management bought a controlling 
interest in the Island City Savings Bank, 
and continued to operate it for twenty 
years as the Texas Bank and Trust Com- 
pany. On ‘January 1, 1924, the name was 
again changed to the present name, the 
United States National Bank of Galveston, 
Texas. The bank has a capital of $1,000,000 
and an earned surplus of $60,000 in addition 
to substantial undivided profits. 

The president, I. H. Kempner is the 
active head of H. Kempner, Cotton and 
Banking, president of the Sugarland In- 
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J. W. BUTLER 


Vice-president United States National Bank, 
Galveston, Texas 





O. A. WALKER 


Vice-president United States National Bank, 
Galveston, Texas 


dustries of Sugar Land, Texas, and presi- 
dent of the First Texas Prudential In- 


surance Company of Galveston. He is also 
vice-president of the-Galveston Cotton Ex- 
change. and for several years has been a 








A, LION 


Vice-president United States National Bank, 
Galveston, Texas 





A. J. PETERSON 


Cashier United States National Bank, 
Galveston, Texas 


member of the executive council of the 
American Bankers Association. 

The vice-presidents consist of R. Lee 
Kempner, senior vice-president, in charge of 
the bank; J. W. Butler, formerly president 
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The president’s office, United States National Bank, Galveston, Texas 


and also for many years secretary of the 
Texas Bankers Association; O. A. Walker, 
Jr., and A. Lion. 

Other officers include A. J. Peterson, 
cashier, who has been connected with bank- 
ing in Galveston for most of his business 
life: Edward T. McBride, assistant cashier 
in charge of the savings department; and 
Edward J. DeBarbieris and Ross J. Keller 


assistant cashiers in charge of the commer- 
cial banking department. 

With few exceptions, the entire banking 
experience of the officers was gained in the 
present institution and its predecessors. 
Three of the four vice-presidents, and the 
three assistant cashiers have filled every 
position in the bank, up to their present 
rank, starting at the bottom. 
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New head office of the Midland Bank Limited, London, as it will appear when 
completed 


Imposing New Head Office For 
Midland Bank 


is erecting an imposing new building 

for its head office on premises extend- 
ing from St. Mildred’s court to Grocers’ 
Hall court in Poultry and through to Prin- 
ces street. The new building will contain 
eight stories above the level of the ground 
and three below. It will have a total floor 
area of about seven acres and will provide 
accommodations for a staff of 2400. 

The elevations are to be in Portland stone. 
Above the cornice level the building will set 
back in two tiers leading up to the domes 
Which are to be the central and crowning 
features of each of the frontages. 

The lowest basement of the building will 
be reserved almost entirely for engineering 
requirements, such as heating, ventilating 
and electrie plant, pumps, ete., and their 
various stores, the second basement chiefly 
for strong rooms and bank stores, and that 


i €F Midland Bank Limited, London, 


immediately below ground level for safe de- 
posits and additional strong rooms. 

The ground floor will be devoted entirely 
to general banking business. 

The first, second and third floors will con- 
tain all facilities for clerical work including 
the clearing of checks and the correspond- 
ence department. On the fourth floor will 
be accommodated the managerial] staff while 
the board room, directors’ committee rooms, 
etc., will be situated on the fifth floor. The 
sixth floor and a small seventh floor will 
contain staff dining rooms, kitchens, rest 
rooms, etc. 

The new building will be provided with 
thirteen elevators and five staircases. 

The architects are Gotch & Saunders act- 
ing in collaboration with Sir Edwin Lutyens, 
R. A., whose design for the facade to Poul- 
try is being exhibited at the Royal Academy 
and is illustrated above. 
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A view of the rear of the Union Savings Bank of Westchester County, Mamaroneck, N. Y., showing tha 
how the bank overhangs a stream without having any vertical supports in the stream. The - 
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building was planned and erected under the surervision of Morgan, French & Co., Inc., 
architects and bank engineers, New York 
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Exterior of the Union Savings Bank of Westchester County, Mamaroneck, N. Y. 


New Building of the Union Savings 
Bank of Westchester County, 
Mamaroneck, New York 


N May 4 of this year, the Union 
QO Savings Bank of Westchester County, 

Mamaroneck, New York, moved into 
its new building on the Boston Post Road. 
The building is of individual type, 45 feet 
wide by 80 feet deep. The rear 26 feet of 
the building overhangs a small tidal inlet, 
which is considered as navigable water, so 
that in order to secure the needed area, 
the trustees obtained the right from the 
Government to overhang the stream. This 
presented quite an engineering problem, for 
no vertical supports were allowed under that 
part of the building which overhangs the 


stream. The problem was finally solved by 
providing for support by cantilever con- 
struction in which the entire weight of the 


building is used to balance the overhanging 
portion in the rear. 

When the bank had gotten well aldng 
with the preparation of plans and specifi- 
cations for the new building, and appropria- 
tion for the work had been made, the State 
Banking Department was consulted. They 
advised the trustees to reduce the appro- 
priation approximately 30 per cent. to keep 
the investment within what they considered 
a fair proportion of the surplus fund. 

The trustees, therefore, decided to go 
ahead with the enclosure of the building, 
as originally planned by the architects, 
Morgan, French & Co., Inc. of New York, 
and to make the necessary economies en- 
tirely in connection with the equipment, 
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Officers’ quarters, Union Savings Bank of Westchester County, Mamaroneck, N. Y. 
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furniture, and interior of the building, for 
they feared that if they reduced the whole 
proposition on a similar scale, the building 
would not properly provide for a future 
increase in business. 

However, during the progress of the con- 
struction work, the business of the bank 
increased rapidly, and the value of certain 
securities in which the surplus was invested 
increased as well, making the surplus suffi- 
cient to warrant increasing the appropria- 
tion to the originally contemplated amount. 
So that the building, as it stands today, 
embodies everything that was contemplated 
in the original program. 

The exterior walls of three sides of the 
building are faced with cut cast stone for 
their entire height. The building is entered 
through handsome bronze doors and a corner 
entrance. On the main floor, in addition to 
the public space, and necessary work space 
behind the screen, are the officers’ quarters, 





an open customers’ room and an enclosed 
retiring room for ladies, equipped with REUBEN G. BREWER 
writing desks, easy chairs and dressing 
tables. ‘The interior of the main banking 


President of the Union Savings Bank of West- 
chester County, Mamaroneck, N. Y. 








Interior of the Union Savings Bank of Westchester County, Mamaroneck, N. Y., 
looking toward the officers’ quarters 
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Entrance to the vault of the Union Savings Bank of Westchester County, Mamaroneck, N. Y. Vault 
was built and installed by the Diebold Safe and Lock Company of Canton, O. 
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Public space of the Union Savings Bank of Westchester County, Mamaroneck, N. Y., 
as seen from the entrance 
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Directors’ room, Union Savings Bank of Westchester County, Mamaroneck, N. Y. 


room is finished with rose Tavernelle marble 
screen, with a bronze top; the floor is of 
pink Tennessee marble, and the interior 
woodwork is of American walnut. The walls 
are decorated to appear like Caen stone. 
The trustees’ room, located on the mezzanine 
floor, is finished in white oak. The bank will 
be equipped with a vault of reinforced con- 
crete, having a steel lining and a 10-inch 
solid steel door. ‘The vault was built and 
installed by the Diebold Safe and Lock Com- 
pany of Canton, Ohio. 

The Union Savings Bank of Westchester 
County was incorporated on June 29, 1887, 
and began business in December of the same 
year with Bradford Rhodes as president and 
Reuben G. Brewer as treasurer. Mr. Brewer 
acted as treasurer until 1909, when he was 
succeeded by George L. Lyon. 

After twenty-five vears of service, Mr. 


Rhodes resigned, and Mr. Brewer was elect- 
ed to succeed him as president in January 
1913. In 1922, Mr. Lyon resigned the office 
of secretary, but continued as treasurer of 
the bank. Charles M. Baxter was elected 
to succeed him as secretary. 

The officers of the bank have always taken 
an active interest in the work of the New 
York State Bankers Association. At the 
recent convention of the association held in 
Ithaca, N. Y., Mr. Brewer was elected presi- 
dent of the Savings Bank Section, and Mr. 
Baxter was elected state vice-president of 
the American Bankers Association for the 
same section. 

The semi-annual statement of the bank 
for July 1, 1925, shows total deposits of 
$2,069,100.42, a guaranty fund of $209,846.58 
and bonds and mortgages held amounting 
to $1,427,559.00. 
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A view of the interior of the safe deposit vault in the new building of the Pennsyl- 
vania Company for Insurances on Lives and Granting Annuities, Philadelphia, 
Pa. The vault was built by the Mosler Safe Co., Hamilton, Ohio. 


Some Recent Bank Building Operations 


First National, Tampa, 
Gets Finest Bank Quarters 
in Florida 


HE building now under construction 
Te: the First National Bank, Tampa, 
Florida, a picture of the architects’ 
sketch of which is reproduced on the follow- 
ing page, has quite an unusual arrange- 
ment. It is to be built in the form of an 
“L” the ell portion extending back from 
the entrance at the right of the picture. 
This part of the “L,” however, will be only 
three stories high, while the building itself 
is to be fourteen stories high. The bank 
will occupy the entire first floor, and the 
entire three stories of the ell. The remainder 
of the building will be given over to offices. 
The base of the exterior of the building 
will be of granite, above that two stories of 
limestone, and the remainder will be faced 
with brown tapestry brick, with fire flashed 
terra cotta to harmonize. 
The basement will contain the safe de- 


posit vault, with safe deposit boxes, the 
storage vaults of the bank, men’s lockers, 
and the light, heat, and _ ventilating 
machinery of the building. 

The main banking room will be located 
on the ground floor, the marble and bronze 
entrance showing at the left of the picture. 
It will have a ceiling height of 25 feet, walls 
of Travertine stone, and will be floored, in 
the public space, with marble, and in the 
work space in the cages, with cork. A large 
security vault will be located in the ell sec- 
tion of the ground floor. 

The mezzanine floor, which will be reached 
by a marble staircase from the main bank- 
ing room, will contain the directors’ room, 
committee rooms, a large book vault, work 
space for various departments of the bank, 
a girls’ rest room and kitchenette, and a 
large dining room. 

When completed, it is contemplated that 
the banking quarters will be the finest in 
the State of Florida. 

The building will 
equipped under the supervision of Holmes 
& Winslow, bank architects, New York. 


be constructed and 
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The new building of the First National Bank, Tampa, Fla., will contain the 
finest banking quarters in the State of Florida. The building will be con- 
structed and equipped under the supervision of Holmes & Winslow, bank 
architects, New York. 
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